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FORWARD LOOKING STATEMENTS

This annual report contains forwalabking statements that are made under the safe harbor provisions of the Pr
Securities Litgation Reform Act of 1995. These statements relate to our future plans, objectives, expectations
intentions and involve inherent risks and uncert g
Abelieve, 0 Apl an,lodfdo niesdi, datfise@kifoutisheud or v a
expressions to identify forwafidoking statements. You should not place undue reliance on these fdookinlg
statements. Forwasdoking statements contained herein (includingifetcash contractual obligations, liquidity, ca
flow, orders, results of operations, and trends, among other matters) or in other statements made by us are mal
management 6s expectations and bel i edulgectdoaimcertaintiesiamdg
factors relating to our operations and business environment, all of which are difficult to predict and many of wi
beyond our control, that could cause our actual results to differ materially from those matters expliegsiéet by
forward-looking statements. We believe that the following factors, among others (including those describe8.iD.I
ARi sk Factorso), could affect our future perfor mg
results to differ materially from those expressed or implied by ford@wlling statements made by us or on our bel
the cyclicality of the markets which we serve and the vulnerability of those markets to economic dowregunmgact
of the recent glodaconomic and financial crisithe loss of, or a significant reduction or delay in purchases by o
customersgompetition in our market$inancial distress of third partiegeneral economic, political, business and
market risks associated with our lgid operationsfluctuations in foreign currency exchange and interest rates;
ability to control our costs while maintaining customer relationships and core business resoenmesing and
availability of raw materialdjtigation and disputes inveing us, including the extent of product liability, warranty,
pension, employment and other similar claims asserted agaitise usipairment of our goodwill and other
indefinite-lived intangible assetfabor costs and disputes and the deterioratiauofelations with our employees;
additional liabilities related to taxesyr ability to continue our technical innovation in our product lioes;ability to
protect our intellectual property and kndww; claims that our products or processes infrimgellectual property
rights of othersregulations governing the export of our products; fluctuations in the price of our stodthanthctors
described in this annual reportAll forward-looking statements attributable to us or persons acting opetalf apply
only as of the date of this annual report and are expressly qualified in their entirety by the cautionary statement
in this annual report. We undertake no obligation to update or revise felvekidg statements which may be made
reflect events or circumstances that arise after the date made or to reflect the occurrence of unanticipated eve
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LETTER TO OUR SHAREHOLDERS

Fiscal 2011 was filled with many significant challenges for the company as we continued to transition
our focus and efforts from our home appliance business segment toward the more profitable electronic
components and EMS busss segments, as walitrying to expand in the domestic Chinese market.

We are in the early phases of this transition and, while challenges and uncertainties still confront us, we
continue to be focused on our future potential and maximizing shareholderarad we are excited

about the opportunities that lie ahead for the company.

Our financial results for fiscal year 2011 were adversely affected by a number of factors, including
rising inflation in China and generally poor economic conditions arthmglobe. Commodity prices
increased well beyond demand and customers and consumers were unwilling and/or unable to absort
the increases.

Net sales foffiscal 2011were $100.9 million, down $1 million, when compared&h01.9 millionin
fiscal 2010. Net loss for fiscal 2011 was $4.0 million, or $1{8& share, compared to a net income of
$3.5 million, or $1.14 per share, in fiscal 2010

As in fiscal 2010, we operated three business segments during fiscdl B6dfe appliances, electronic
componets, electronic manufacturing services (EMS)however, only the electronic components
segment met our expectations as profitability in the other segments succumbed to rapidly increasing
material and labor costs in China and was further impacted by newlgnmanted Chinese policies

ai med at reducing Chinabs r el i an-strategio imdustigspiror t s
counteracting the burdens of significant tax increases and rising energy costs.

As discussed in greater detail in our Annual &epn Form 26F for fiscal 2011, pofitability in our

home appliance business continued to deteriorate to the po&tlih that revenues were no longer
sufficient to cover operating expenses. Our sole remaining customer was unwilling to offsetwsing ra
material and labor costs, which led to our board of directors reaching the decision to exit the home
appliance segment prior to the end of fiscal 2012. The facilities which house our home appliance
business are situated on a highly desirable plot dfestate. We are exploring our options as to how

to best capture this value.

Our electrical components businesantinued its trend of improved performaneben compared to
fiscal 2010, due in large part to the introduction of highigel CMOS cameramodules which
significantly improved our product mix. Improved performance translated into improvements in
profitability, despite increases in labor and energy costs in fiscal 2011.

We continue our efforts to develop innovative products incorporating £&id have had some success
outside the telecommunications industry; however, additional investments in marketing and distribution
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capabilities in China will be necessary if we should decide to attempt to establish a significant business
for any of these q@ducts.

Our EMS also experienced growth during fiscal 2011, but did not achieve anticipated operating income
levels due to disruptions in productivity resulting from the unexpected departure of a significant number
of employees. Fixed cost on plant aglipment for the EMS business is higher when compared to
our other segments, which further lowers returns on capital invested. We are constantly analyzing this
segment to evaluate and assess methods for improving productivity and increasing profg. margin

| would be remiss 1 f | did not mention the pas
the Board, Kwong Ho Sham. We are all grateful for his contributions to the Company and will miss
him immensely.

| wish to thank my fellow employeesd shareholders for their support during these challenging times.

JOHN C.K. SHAM
President and Chief Executive Officer

October 21, 2011

Kin Teck Industrial Building

12/F = 26 Wong Chuk Hang Road
Aberdeen, Hong Kong

Z= (852) 2814-0601
=\ (852) 2873-0591




+ GLOBAL-TECH

‘gv ADVANCED INNOVATIONS INC.

GLOBAL -TECH ADVANCED INNOVATIONS INC.
AND SUBSIDIARIES

AUDITED CONSOLIDATED FINANCIAL STATEMEN TS
AS OF MARCH 31, 2011 AND 2010

AND FOR THE YEARS ENDED MARCH 31,
2011, 2010 AND 2009



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
GlobalTech Advanced Innovations Inc.

We have audited th@ccompanying consolidated balance sheets of GIblmlc h Advanced I nnovations

asofMarcr8B1, 2011 and 2010 and the related consolidated stat
cash flows for each of the two yeanshe period ended Mar@1, 2011. These financial statements are the responsibility of

the Companyds management. Our responsibility is to expre

We conducted our audits in accordance with $tandards of the Public Company Accounting Oversight Board (United

States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. The Congpaayrequired to have, nor were we engaged to perform,

an audit of its internal control over financial reporting. Our audits included consideration of internal control ovealfinanci
reporting as a basis for designing audit procedures that are appropti@eircumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Compan
express no such opinion. An audit also includes examining, on a test basis, eviggocenguthe amounts and disclosures

in the financial statements, assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our auditsgreasienable basis for our

opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, #ie financi
position of GlobalTech Advanced Innovations Inc. at Mai@h, 2011 and 2010, and the résuif its operations and its cash
flows for each of the two years in the period ended M&6g2011, in conformity with accounting principles generally
accepted in the United States of America.

/s/ BDO Limited

BDO Limited
Hong Kong, AugusBl, 2a.1



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders of
GlobalTech Advanced Innovations Inc.
(Formerly known as Globdlech Appliances Inc.)

We have audited the accompanying consolidated statememtp@&r at i ons, changes in sharehol
GlobalTech Advanced Innovations Inc. and its subsidiaries for the year ended 31a2009. These financial statements
are the responsibility of t he sGooerppessaryopisionoratesedirami@alnt . Our

statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform théoaalatihin reasonable assurance about whether the
financial statements are free of materi al mi sstatement .
control over financial reporting. Our audit included consideration of internal ¢avieo financial reporting as a basis for

designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Companyds i nt eremegptessanmsnch opmibn. Anagit f i n
also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, and teeatwatialy financial

statement presentation. We believe that our audit provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidatEdesults
operdions and cash flows of Globalech Advanced Innovations Inc. and its subsidiaries for the year ended 31220609,
in conformity with U.S. generally accepted accounting principles.

/sl Ernst& Young

Hong Kong
SeptembeR6, 2009



GLOBAL-TECH ADVANCED INNOVATIONS INC.
CONSOLIDATED BALANCE SHEETS
AS OF MARCH 31, 2011 and 2010

ASSETS
Current assets:
Cash and cash equivalents
Time deposits
Restricted cash
Available-for-sale investments
Accounts and bills receivable, net
Inventories
Prepaid expenses
Deposits and other assets
Legal claims receivable
Amount due from a related party
Amount due from a jointhcontrolled entity

Total current assets

Interests in jointlycontrolled entities

Property, plant and equipment, net

Land use rights, net

Deposits paiddr purchase of property, plant and equipment
Deferred tax assets

Available-for-sale investments

Total assets

LIABILITIES AND SHAREHOLDERS 6 EQUI TY
Current liabilities:

Short term bank loans

Accounts payable

Bills payable

Discounted bills

Customer deposits

Accrued salaries, allowances and other employee benefits

Accrual for loss contingencies

Other accrued liabilities

Income tax payable

Total current liabilities

Deferred tax liabilities
Total liabilities

Commitments and contingencies
Sharehol dersd equity
Common stock, par value US$0.04 per share; 12,500,000 shares authorized; 3,229
3,228,564 shares issued as of Ma8&h2011 and 2010
Preferred stock, par value US$0.04 per share; 250,000 shares authorizedesiésshad

Additional paidin capital

Accumulated deficit

Accumulated other comprehensive income

Less: Treasury stock, at cost, 189,587 shares suwath 31, 2011 and 2010

Total GlobailTech Advanced I nnovations | nc. ¢
Non-controlling interests
Total equity

Total Iiabilities and sharehol derso6 equi

6

Notes 2011 2010
uUss Uss
4 19,205,184 24,808,59¢
5 1,534,204 o)
6 19,460,845 4,397,602
7 6,692 15,989,43C
8 35,632,294 23,244,365
9 10,849,371 9,409,801
282,391 277,938
1,711,820 1,914,871
21 15,681 5,090,153
10 28,737 28,818
10 13,694 21,631
88,740,913 85,183,20%
13 o) o)
11 25,013,34C 22,708,372
12 3,060,555 3,033,152
112,126 57,716
18 o) 104,381
7 3,009,200 o]
119,936,134 111,086,82¢€
15 12,585,054 o)
10,352,938 5,131,151
15 1,278,754 1,503,595
o) 3,363,543
821,288 965,282
5,607,570 3,777,337
21 31,458 5,966,820
14,22 7,576,062 6,896,715
5,318,002 5,708,26
43,571,12€ 33,312,96¢
18 27,549 38,112
43,598,675 33,351,081
20,21
16 129,173 129,143
o) o)
84,752,105 84,280,027
(11,101,203 (7,088,232
7,395,275 5,078,128
(4,663,32) (4,663,32)
76,512,028 77,735,745
(174,570 o)
76,337,458 77,735,7%
119,936,134 111,086,82¢



Notes 2011 2010

Us$ uss

The accompanying notes are an integral part of the consolidated financial statements.



GLOBAL-TECH ADVANCED INNOVATIONS INC.
CONSOLIDATED STATEMENTS OF OPERHNONS
FOR THE FISCAL YEARS ENDED MARCH 31, 2011, 2010 AND 2009

Notes 2011 2010 2009
uss$ uss$ Uss$
Net sales 100,954,504 101,929,48¢ 87,387,372
Cost of goods sold (91,061,86% (84,888,86% (81,500,508
Gross profit 9,892,636 17,040,621 5,886,866
Selling, general and administrative expenses (15,829,341 (14,096,41y (13,074,79%
Other operating income, net 1,105,590 179,565 1,674,332
Operating profit (loss) (4,831,114 3,123,769 (5,513,597
Interest income, net 536,187 276,778 533,486
Other income, net 17 311,050 454,919 431,993
Loss on dissolution of a subsidiary o} o} (1,028,87%
Gain on disposal of subsidiaries 0 0 157,597
Profit (loss) before income taxes (3,983,877 3,855,466 (5,419,396
Income tax expense 18 (204,122 (389,135 (421,026
Net income (loss) (4,187,999 3,466,331 (5,840,422
Net loss atibutable to norcontrolling interests 175,028 d o]
Net income (loss) attributable to shareholders of Gldleeh Advanced
Innovations Inc. (4,012,97) 3,466,331 (5,840,422
Basic and diluted earnings (loss) geare of common stock 19 (1.32 1.14 (1.97
Number Number Number
Basic and diluted weighted average number of shares of common stocl 19 3,039,454 3,037,969 3,051,216
Us$ Us$ US$
Rental expense paid to related parties (included in selling, general and
administrative expenses) 10(a) 713,103 769,540 738,697
Rental income earned from a related party (included in other income
(expenses), net) 10(b) o} 6,393 50,812
Management income earned from a related party (included in other incc
(expenses), net) 10(c) 0 9,313 106,677




The accompanying notes are an integral part of the consolidated financial statements.



GLOBAL-TECH ADVANCED INNOVATIONS INC.

CONSOLI

FOR THE FISCAL YEARS ENDED MARCH 31, 2011, 2010 AND 2009

Balance as of MarcB1, 20®

Net loss for the year

Other comprehensive income

A unrealized gain on
availablefor-sale investments,
net of income tax of nil

A release of realized foreign
currency translation arising froi
dissolution of a sulidiary

A foreign currency translation
adjustments

Total net comprehensive income
(loss)

Shares repurchased as treasury s

Shares issued to an employee

Stock compensation expense

Balance as of MarcB1, 2009

Net income for the year

Other comprehensive income:

A unrealized gain on
availabk-for-sale investments,
net of income tax of nil

A release of unrealized loss on
availablefor-sale investments,
net of income tax of nil, upon
disposal

A foreign currency translation
adjustments

Total net comprehensive income

Number of shares

DATED STATEMENTS OF CHANGES

I'N SHAREHOLDERSS®

EQUI TY

Amounts

10

Accumulated ot Total Non-
Commo Treasur Additional her Global-Tech controllin
n Common paid-in Accumulated Treasury comprehensive s har eh: g Total
stock stock stock capital deficits stock income (losses) equity interests equity
uUss uUss uUss Uss$ uUss Uss$ Uss$ US$
3,227,064 (169,787 129,083 84,222,582 (4,714,14) (4,493,447 3,098,76: 78,242,838 o] 78,242,83¢
8 8 8 8 (5,840,423 8 8 (5,840,422 8 (5,840,423
o] o] o] o] o] o] 10,064 10,064 o] 10,064
o] o] o] o] o] o] 1,028,87¢ 1,028,875 o] 1,028,875
o] o] o] o] o] o] 883,56¢ 883,566 o] 883,566
8 8 8 8 (5,840,423 8 1,922,50¢ (3,917,917 8 (3,917,917
8 (19,600 8 8 8 (167,739 8 (167,739 8 (167,738
o] o] o] 1,969 o] o) o] 1,969 o] 1,969
o] o] o] 41,861 o) o) o] 41,861 o] 41,861
3,227,064 (189,387 129,083 84,266,412 (10,554,563 (4,661,185 5,021,26¢ 74,201,013 ) 74,201,017
o] o] o] o] 3,466,331 o) o] 3,466,331 o] 3,466,331
o] o] o] o] o] o] 953 953 o] 953
3 3 ) 3 ) d 12,48 12,488 d 12,488
d 43,421 43,421 43,421
o] 3,466,331 56,862 3,523,193 3,523,193



Shares repurchased as treasury s
Stock compensation expenses
Shares issued to an eropée

Balance as of MarcB81, 2010

Number of shares Amounts
Accumulated ot Total Non-
Commo Treasur Additional her Global-Tech  controllin
n y Common paid-in Accumulated Treasury comprehensive s har eh: g Total
stock stock stock capital deficits stock income (losses) equity interests equity
uss$ uUss$ uUss$ uss uUss$ uss$ uss$ uss$
8 (200 K] 8 3 (2,136) 8 (2,136) 8 (2,139
o] o] o] 11,646 o] o] o] 11,646 o] 11,646
1,500 o] 60 1,969 o] o] o] 2,029 o] 2,029
3,228,564 (189,587 129,143 84,280,027 (7,088,232 (4,663,323 5,078,12¢ 77,735,745 8 77,735,745

11



GLOBAL-TECH ADVANCED INNOVATIONS INC.
CONSOLI DATED STATEMENTS OF CHANGES I N SHAREHOLDERSO EQUITY (continued)

FOR THE FISCAL YEARS ENDED MARCH 31, 2011, 2010 AND 2009

Number of shares Amounts
Total
Accumulatedothe Global-Tech Non-
Treasur Commo  Additional Accumulate r shareholder  controllin
Common y n paid-in d Treasury comprehensive s 6 g Total
stock stock stock capital deficits stock income (losses) equity interests equity
uss uss uUss$ uUss$ uss uss$ uss uUss

Balance as of MarcB1, 2010 3,228,564 (189,587 129,143 84,280,027 (7,088,232 (4,663,32) 5,078,128 77,735,745 8 77,735,745
Net loss for the year 8 ) ) 3 (4,012,97) ) 3 (4,012,97) (175,028 (4,187,999
Other comprehensive income:
A unrealized gain on

availablefor-sale investments,

net of income tax of nil s} 8 8 3 8 3 11,092 11,092 8 11,092
A release of realized foreign

currency translén arising fron

dissolution of a subsidiary 3 ) ) 3 ) 3 1,877 1,877 8 1,877
A foreign currency translation

adjustments d ) ) d ) d 2,304,178 2,304,178 458 2,304,636
Total net comprehensive income

(loss) ) ) ) 3 (4,012,97) 3 2,317,147 (1,695,823 (174,570 (1,870,399
Stock compensation expenses 8 8 8 470,109 8 3 3 470,109 0 470,109
Shares issued tma@&mployee 750 ) 30 1,969 ) ) ) 1,999 3 1,999
Balance as of MarcB1, 2011 3,229,314 (189,587 129,173 84,752,105 (11,101,203 (4,663,32) 7,395,275 76,512,029 (174,570 76,337,459

12



The accompanying notes are an integral part of the consolidated financial statements.
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GLOBAL-TECH ADVANCED INNOVATIONS INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE FISCAL YEARS ENDED MARCH 31, 2011, 2010 AND 2009

2011 2010 2009
uss$ Us$ Us$

Cash flows from operating activities

Net income (loss) (4,187,999 3,466,331 (5,840,422

Adjustments to reconcile net income (loss) to net cash provided by (used in) operating

activities:

Amortization 93,780 117,550 76,285
Depreciation 3,238,356 3,661,352 3,830,549
Accretion of a convertible note discount o) o] (181,084
Gain on disposal of subsidiaries d d (157,597
Loss on dissolution of a subsidyar d 4 1,028,875
Loss on disposal of property, plant and equipment 3,662 292,208 39,645
Impairment of property, plant and equipment d 4,786 200,407
Allowance for doubtful accounts 768 56,336 0
Stock compensation expss 470,109 11,706 41,861
Shares issued to an employee 1,999 1,969 1,969
Deferred tax benefit 93,907 (93,553 (39,319
Foreign exchange 560,399 40,815 (168,485

Changes in operating assets and liabilities:
Accourts and bills receivable, net (11,621,418 (4,844,657 3,915,827
Prepaid expenses 156 (13,638 (48,200
Deposits and other assets 175,148 (422,108 221,121
Legal claims receivable 5,077,737 10,089 522,312
Amount due from a tated party o} o} (40,7779
Amount due from a jointhcontrolled entity 7,937 47,892 24,862
Inventories (1,034,58% (947,813 4,342,192
Interest receivable 0 o] (168,000
Accounts payable 4,714,234 (1,335,020 (297,899
Discounted bills (3,354,398 3,361,966 0
Accrued salaries, allowances and other employee benefits 1,767,644 703,679 362,868
Other accrued liabilities 397,948 774,995 (1,133,707
Accrual for loss contingencies (5,928,553 (99,779 317,074
Amount due to a related party 0 51,843 o]
Income tax payable (499,067 195,982 641,302

Net cash provided by (used in) operating activities (10,022,22% 5,042,934 7,491,659

continued/ é
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GLOBAL-TECH ADVANCED INNOVATIONS INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)

FOR THE FISCAL YEARS ENDED MARCH 31, 2011, 2010 AND 2009

2011 2010 2009
Uss$ Us$ Uss$

Cash flows from investing activities
Proceeds frondisposal of property, plant and equipment 1,458 11,350 o)
Deposits paid for purchase of property, plant and equipment o) (12,5089 (200,696
Purchases of property, plant and equipment (4,663,368 (1,963,30]} (2,174,170
Increasen land use rights o) (72,213 (403,243
Decrease (increase) in time deposits (1,494,953 4,380,440 (4,380,440
Proceeds from disposal of availalfte-sale investments 15,986,532 31,962,23€ 9,979,200
Purchases of availabfer-saleinvestments (3,000,000 (31,977,97% (25,949,992
Proceeds from maturity of convertible note and related interest receivable 4 6,102,487 o]
Proceeds from disposal of subsidiaries, net of cash and cash equivalents o) d (194
Net cash provided by (used in) investing activities 6,829,669 8,430,515 (23,129,53%
Cash flows from financing activities
Deposits of restricted cash (14,503,181 (19,049 (4,374,697
Proceeds from sheterm bank dans 21,479,662 0 0
Settlement of shottierm bank loans (9,216,587 4 o]
Purchases of treasury stock d (2,139 (167,738
Net cash used in financing activities (2,240,106 (21,180 (4,542,43%
Effect of foreign exchange rate changes on cash (170,747% 43,445 (179,392
Net increase (decrease) in cash and cash equivalents (5,603,412 13,495,714 (20,359,703
Cash and cash equivalents at beginning of fiscal year 24,808,596 11312,882 31,672,58%
Cash and cash equivalents at end of fiscal year 19,205,184 24,808,59¢€ 11,312,882
Supplemental disclosure information:

Cash paid for interest 270,823 69,665 1,563

Cash paid for taxes 623,151 222,438 92,415

The accompanying notes are an integral part of the consolidated financial statements
15



GLOBAL-TECH ADVANCED INNOVATIONS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1.

ORGANIZATION AND PRINCIPAL ACTIVITIES
GlobatTechAdvanced I nnovailTeeam® )l if ¢ or (mé &HTech Applianees In@) $s pridarity lara |
investment holding company, which was incorporated in the British Virgin Islands o2 M&@1. Globallech and its subsidiaries
(hereinaftercolleci el y referred to as the ACompanyod) is primarily a m
not limited to, floor care products and small household appliances, electronic and optical components, and is alsa ithelved i
assemblyofdel ul ar phones. The Companyés manufacturing operation
APRCO0O). The Companyds products are primarily sold to custom
AU. S.0), thERPRCope and
Effective Decembet0, 2008, GlobaTe c h6s common stock was no | onger traded on
commenced trading on the Nasdaqgq Capit al-Tedalsoklahged(itfimfdraestal a g o) u
i Gl eTkchi i dvanced | nnovations Il nc. 0, ef fedx2008e as of the close
To satisfy the minimum bid price requirement of Nasdaq, Gldbalc h6s Board of Directors authori
GlobatTechds Memor andum o f4foAlsrevarse stack splib af thetissuedahd oatstanding shares of common
stock of GlobalTech, effective as of the close of businesson Decefinifey 2008 (t he A E{Tdcleadsbi ve Dat eo
proportionally reduced the authorized number of its comamzhpreferred stock by four to 12,500,000 and 250,000, respectively.
These financial statements present common stock, preferred stock and share option information to reflectrientiboed
reverse stock split on a retroactive basis.
SUBSIDIARIES
Detailsof GlobalT e c h6s s ub si dBla20ilevere as fllowsf Mar c h
Percentage ¢
equity
interest
Place of attributable t
incorporation/ o]
Name registration the Company Principal activities
Global Appliances Holdings Limited BritishVirgin Islands 100 Investment holdinc
Global Display Holdings Limited British Virgin Islands 100 Investment holding
Kwong Lee Shun Trading Company Limit Provision of managemer
Hong Kong 100 services
Global Rich Innovton Limited Hong Kong 100 Inactive
Wing Shing Overseas Limited British Virgin Islands 100 Inactive

16



GLOBAL-TECH ADVANCED INNOVATIONS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)
2. SUBSIDIARIES (continued)

Details of GobatT e c hés s ubsi dBla20ilevere as ®llowsf (coMinued) h

Percentage of

Place of equity interest
incorporation/ attributable to
Name registration the Company Principal activities
GT Investments (BVI) Limited British Virgin Islands 100 Investment holding
Consortium Investment (BVI) Limited British Virgin Islands 100 Investment holding
Global Optics Limited Hong Kong 100 Trading of raw materials an
electronic and optica
components
Dongguan Wing Shing Electrical Products PRC 100 Manufacturing of househol
Factory Company Li appliance product:
Dongguan Lite Array Company Limited PRC 100 Manufacturing of electronic an
(ADGLADO) optical components an
provision of cellular
phone assembly service
Dongguan Microview Medical Technology PRC 100 Research and developme
Company Limited
Global Auto Limited Hong Kong 70 Inactive
Global Household Products Limited Hong Kong 100 Tradng of
household appliance produc
Pentalpha Medical Limited Hong Kong 100 Inactive
Pental pha Hong Kong HongKong 100 Inactive
GlobalTech USA, Inc. State of Delaware, 100 Provision of constiation services
U.S.A.
Global Digital Imaging Limited British Virgin Islands 100 Trading of raw materials an
digital products
MasterWerke Limited State of Delaware, 100 Inactive
U.S.A.
Wing Shing Products (BVI) Company Limit British Virgin Islands 100 Dissolved
Global Lite Array (BVI) Limited British Virgin Islands 76.75 Investment holding
Lite Array (OLED) BVI Company Limited British Virgin Islands 76.75 Inactive
Lite Array, Inc. State of Delawas, 76.75 Inactive
U.S.A.
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GLOBAL-TECH ADVANCED INNOVATIONS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

@

(b)

(©

(d)

(e)

®

Basis of preparation

These consolidated financial statements have be@ame in accordance with generally accepted accounting principles in
the United States (fiU.S. GAAPO).

Basis of consolidation

The consolidated financial statements include the financial statements of-Géabedind its subsidiaries. The fiscal yerad e

date of Lite Array Hol di ngs Lconmmollédemtity ¢f thé CommanyAs DeamBéHHo | di n g ¢
There have been no significant transactions in Lite Array Holdings and its subsidiaries, which would materially affect the
Compahiy@®anci al position and results of operations during
date to Marct81, 2011, 2010 and 2009, respectively.

All significant intercompany balances and transactions between group companies aedion consolidation.

Use of estimates

The preparation of these financial statements in conformity with U.S. GAAP requires management to make estimates,
judgments and assumptions. These estimates, judgments and assumptions affect the amoanmeptivatcin these

financial statements and accompanying disclosures. The most significant accounting estimates with regard to these
consolidated financial statements that require the most significant and subjective judgments include, but are ot limited
valuation of investments and determination of otha@ntemporary impairments, useful lives of property, plant and

equipment, recoverability of loAgved assets, determination of impairment losses, assessment of market value of inventories
and provsion for inventory obsolescence, allowance for doubtful accounts, provision for employee benefits, provision for
warranty, recognition and measurement of current and deferred income taxes (including income tax benefit (expense)),
valuation allowance for derred tax assets, assumptions used for the valuation of options to purchaseTGlobadh 6 s c o mmor
stock, provision for loss contingencies, and measurement of fair values of financial instruments. Changes in facts and
circumstances may result in revisedraates.

Cash and cash equivalents

Cash and cash equivalents consist of cash on hand and bank deposits, which are unrestricted to withdraw and use, and other
investments that are readily convertible into cash with original maturities of three motehks.o

Restricted cash
Restricted cash consists of bank deposits, which may only be used to sedtiapged general banking facilities.

Investments

Debt and equity investments designated as avaifableale investments are stated at f@ilue. Unrealized gains or losses,

net of tax, on availabléor-sale investments are included in accumulated other comprehensive income (losses), a separate
component of shareholdersd equity. Real itobed gains and | o
otherthantemporary on availabléor-sale investments are included in the consolidated statement of operations. Gains or

losses on sale of investments and amounts reclassified from accumulated other comprehensive income (losses) to earnings are
computed based on the specific identification method. Interest or dividend income on securities classified as

availablefor-sale investments is included in interest income or dividend income, respectively.

Non-derivative securities with fixed or determinapkgyments and fixed maturities are classified as-teefdaturity

investments if the Company has both the positive intention and ability to hold the financial assets to maturity. Investments
intended to be held to maturity are measured at amortized mi@sedt on securities classified as klnaturity

investments is included in interest income.

18



GLOBAL-TECH ADVANCED INNOVATIONS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

®

()

(h)

Investments (continued)

Prior to April 1, 2009, declines in the fair value of hétdmaturity and availabléor-sale securities below their amortized

cost, that were deemed to be ottteantemporary, were all reported in investment gains (losses) Effective Aprill, 2009,

the Company adopted new accounting guidance for impairment of debt securities that are deemed tthba tetimporary.

Factors considered in evaluating potential impairment include, but are not limited to, the curtehtidsdrs compared to

cost or amortized cost of the security, as appropriate, the length of time the investment has been below cost or ashortized co
and by how much, our intent to sell a security and whether it is-likefg-thannot we will be requireda sell the security

before the recovery of our amortized cost basis, and specific credit issues related to the issuer and current economic
conditions. Under the new impairment model, the credit component of artioéimeemporary impairment of a debt seity

is reported in investment gains (losses), net and the noncredit component is reported in other comprehensive income (loss). |
addition, othetthantemporary declines in beneficial interests purchased or retained in a securitization transacti@anenhich
classified as availablfor-sale debt securities are recognized if there has been an adverse change in the cash flows as of the
end of the reporting period. Interest and dividends, as well as amortization of premiums and accretion of discounts, are
reported in interest and dividend income. Amortization of premiums and accretion of discounts on debt securities are
recognized over the remaining maturity under the interest method.

A jointly-controlled entity is a joint venture that is subject to jointta@nresulting in none of the participating parties having

unilateral control over the economic activity ofthe joithont r ol | ed entity. The Companyds

jointly-controlled entity for which it, not being the unilateral controlling ownehefentity, but has the ability to exercise

joint control, is accounted for using the equity method.

joinly-controll ed entities6 net i ncome ngibles &risirg fomahe thvestmeatist i z at i
included in AShare eafonitmodrmhed( lemss dd)esaf. jThientCloynpany cea
its share of the jointle. ont r ol |l ed entitiesd | osses texceed the carrying

All other investments for which the Company does not have the ability to exercise joint control or significant influence
(generally, when the Company has an investment of | ess tt
of directos) and for which there is not a readily determinable fair value, are accounted for using the cost method. Dividends

and other distributions of earnings from such investees, if any, are included in income when declared. The Company
periodically evaluates écarrying value of its investments accounted for under the cost method for impairment with any loss
included in the consolidated statement of operations in the period when it is incurred.

Accounts and bills receivable, net

Accounts and bills receitde are presented net of an allowance for doubtful accounts, which is an estimate of amounts that
may not be collectible. The Company does not charge interest on accounts receivable. The allowance for doubtful accounts is
estimated based on historical erpace, receivable aging, current economic trends and specific identification of certain
receivables that are at the risk of not being paid. The Company reviews the aged analysis of accounts and bills reaeivable on
regular basis. Whenever it is clearttttee amounts are deemed to be uncollectible, receivables are written off against the
allowance for doubtful accounts.

Inventories

Inventories are stated at the lower of cost or market. Cost, calculated on the weighted average basis, comprises direct
materials and, where applicable, direct labor and an appropriate proportion of overheads.
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GLOBAL-TECH ADVANCED INNOVATIONS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

0] Property, plant and equipment

Property, plant and equipment, other than construction in progress, are stated at cost less accumulated depreciation and any
accumulated impairment losses. The cost of an item of property, plant and equipment comprisgisaise fprice and any

directly attributable costs of bringing the asset to its working condition and location for its intended use. Expenditade inc

after an item of property, plant and equipment has been put into operation, such as repairs arahogirgerormally

charged to the consolidated statement of operations in the period in which it is incurred. In situations where it ¢gn be clea
demonstrated that the expenditure has resulted in an increase in the future economic benefits expeti@iheddeom the

use of an item of property, plant and equipment, and where the cost of the item can be measured reliably, the expenditure is
capitalized as an additional cost of that asset. Depreciation is calculated on thelsimluggis at annuahtes over the
assetds estimated useful Iife.

The principal annual rates used for this purpose are as follows:

Annual rate

Leasehold improvements Over the shorter of the lease terms or the estimated usef
Buildings 4.5%

Plant 4.5%

Machinery 10%

Moulds 20%- 33%

Transportation equipment 15%- 20%

Furniture, fixtures and equipment 15%

An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits are expected to
arise from the contired use of the asset. The gain or loss arising on derecognition of an item of property, plant and

equipment, calculated as the difference between the net disposal proceeds and the carrying amount of the item, is included in
the consolidated statement of ogigons in the period the item is derecognized.

0] Construction in progress

Construction in progress represents property, plant and equipment under construction or installation and is stated at cost le
any accumulated impairment losses, and is notedégted. Cost comprises the direct costs of construction, installation and
other costs in making the asset ready for its intended use. Construction in progress is reclassified to the apprapmate categ
of property, plant and equipment when completedraady for its intended use.

(k) Impairment of longived assets

Longlived assets are included in impairment evaluations when events and circumstances exist that indicate the carrying
value of these assets may not be recoverable. In accordance withcFina | Accounti ng Standards Bc
AProperty, Pl ant and Equipmentd the Companliyedassetssbyfisstts t he
grouping its longived assets with other assets and liabilities at the loweslt fevwhich identifiable cash flows are largely
independent of the cash flows of other assets and liabilities (the asset group) and, secondly, estimating the undiscounted
future cash flows that are directly associated with and expected to arise frose thfeamnd eventual disposition of such asset

group. The Company estimates the undiscounted cash flows over the remaining useful life of the primary asset within the
asset group. If the carrying value of the asset group exceeds the estimated undiscehriteds;ghe Company records an
impairment charge to the extent the carrying value of thelieed asset exceeds its fair value. The Company determines fair
value through quoted market prices in active markets or, if quotations of market prices aibileathrough the

performance of internal analysis using a discounted cash flow methodology or obtains external appraisals from independent
valuation firms. The undiscounted and discounted cash flow analyses are based on a number of estimatestantsassump
including the expected period over which the asset will be utilized, projected future operating results of the asset group,
discount rate and lontgrm growth rate.
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GLOBAL-TECH ADVANCED INNOVATIONS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTScontinued)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

o

(m)

()

(0)

Revenue recognition

The Company recognizes revenues in accordance with the Se
Accounting Bulle4jnfiiRéedB@e¢ t Nonodo, which requires that f ol
revenue can be recognized: {fi¢re is persuasive evidence that an arrangement existielii@yry has occurred or services

have been rendered; @) fee is fixed or determinabland (4)collectibility is reasonably assured. Net sales represent the

gross invoiced amount, net of discounts, and are recognized when goods are shipped and title has passed. To the extent
products are required to meet customer specifications, suchgs@ta subject to technical and quality tests that are

designed to ensure compliance prior to shipment.

Under the Companyés standard terms and conditions, which
are transferredtothe custem at t he ti me the product is delivered to th

Revenue related to the provision of assembly services is recognized upon the completion of such services and delivery of the
related product using the same criteria of SAB Nl stated above.

Deposits or advance payments from customers prior to delivery and passage of title of merchandise are recorded as customer
deposits.

Revenue related to the provision of tooling income is recognized upon the completion of such sendetgeaapdf the
related product using the same criteria of SAB N stated above.

In accordance with the relevant tax laws in the PRC, vadlgeed tax is levied on the invoiced value of sales of goods and is
payable by the purchaser. Revenue is rezeghnet of all valu@dded tax imposed by governmental authorities and
collected from customers concurrent with revepueducing transactions.

Advertising costs

Advertising costs represent costs relating to promotional activities intended taastineul, di rect |l y or i ndir e
purchase of goods, and are charged to the consolidated st
general and administrative expenseso (ASGa&AOBS$E8 438 arther t i si r

fiscal years ended Mar@1, 2011, 2010 and 2009, respectively.

Design and development costs
Design and development costs primarily relate to the cost of samples and prototypes and salaries of our engineers.

The Company expensell design and development costs when incurred. Included in the SG&A expenses line item in the
consolidated statement of operations were design and development costs of US$1,087,234, US$1,562,772 and US$685,126
for the fiscal years ended Mar8sh, 20112010 and 2009, respectively.

Shipping and handling costs

In accordance with FASB ASC 605 fiRevenue Recognitiono, st
net sales in the consolidated statement of operations. Any shipping atiddpansts incurred by the Company associated

with the sale of products are included in SG&A on the face of the consolidated statement of operations. During the fiscal

years ended MarcBi, 2011, 2010 and 2009, shipping and handling costs charged to #&&AJS$877,415,

US$1,028,782 and US$802,664, respectively.

Any inbound freight charges, receiving, inspection, warehousing and internal transfer costs incurred by the Company are
expensed as cost of goods sold. During the fiscal years ended 34ai20i11, 2010 and 2009, inbound freight costs charged
to cost of goods sold were US$42,347, US$171,686 and US$128,325, respectively. Other related costs are included in
manufacturing overheads.
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GLOBAL-TECH ADVANCED INNOVATIONS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

P)

@

0

Foreign currencies

All transactions in currencies other than functional currencies during the year are translated at the exchange ratgs prevaili

on the repective transaction dates. Monetary assets and liabilities existing at the balance sheet date denominated in
currencies other than functional currencies are remeasured at the exchange rates existing on that date. Exchange differences
are recorded in the ngolidated statement of operations.

The functional currency of Globdlech isthe U.SDo | | ar (AUS$0). The financi al staten
in accordance with FASB ASC 830 AFor ei mnslatcatrithe miecojy Mat t er ¢
exchange ruling at the balance sheet date and all income and expense items are translated at the average rates of exchange
over the year. Al exchange differences araresréecorapddsaom t he
component of comprehensive income or loss.

Income taxes

Deferred income taxes are provided usi nginconedaxessse&hdandthi
method, deferred income taxes are recognized foigalifisant temporary differences at enacted rates and classified as

current or norcurrent based upon the classification of the related asset or liability in the consolidated statements. A valuation
allowance is provided to reduce the amount of deferpeddsets if it is considered more likely than not that some portion of,

or all, the deferred tax asset will not be realized.

FASB ASC 740 clarifies the accounting for uncertainty in
and presribes a recognition threshold and measurement attribute for the financial statement recognition and measurement of
a tax position taken or expected to be taken in a tax return. It also provides accounting guidarreeagnd®n,

classification, intergt and penalties, accounting in interim periods, disclosure and transition. Interest and penalties from tax
assessments, if any, are included in income taxes in the consolidated statement of income.

The Company records its possible interest and pendlieso any potential underpayment of income taxes, if and when
required, in interest expense and other expenses, respectively.

The Company did not provide for deferred income taxes and foreign withholding taxes on the undistributed earnings of
foreignsus i di ari es. The Company intends to permanently reinve

Stock compensation expense

The Company adopted FAS®Bt cAcSkC Tdmp éinCsoartpienmrsa,t iaomd r el ated i
its employee sharkaed payment transactions. Accordingly, stock compensation cost is measured at the date of grant and
estimated using the option pricing model. Stock issued to an employee as compensation are measured at fair value based on
the grant date quoted market pri¢bae compensation cost for shdra@sed awards with service conditions is amortized over

the vesting period of the awards using the strdigetmethod provided that the amount of compensation cost recognized at

any date must at least equal the portiothefgrant date fair value of the award that is vested at that date.

The Company accounts for stock options granted to a counterparty other than an employee in accordance with FASB ASC
505 AEquityo. Fair value of tnrheasurentent datewhidh is the ganiemaift s i s r e
commitment for performance by the counterparty to earn the equity instruments being reachedoe(i)c ount er par ty
performance being completed.
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GLOBAL-TECH ADVANCED INNOVATIONS INC.

NOTES TO CONSOLIDAED FINANCIAL STATEMENTS (continued)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

©)

®

(u)

V)

(W)

Retirement costs

Retirement cost contributions relating to defined contribution plans are made based on a percentage of the relevant

emp | oy eiessdd are sdluded in the consolidated statement of operations as they become payable. The assumptions
used in calculating the obligation for retirement cost contributions depend on the local economic environment, interpretation
and practices in respeitiereof.

Operating leases

Leases where substantially all the rewards and risks of ownership remain with the lessor are accounted for as operating lease

Payments made under operating leases net of any incentives received from the lessors dr® thargensolidated
statement of operations on a strailihé basis over the period of the relevant leases.

Assets |l eased out under operating leases are included i
They are depreciatealer the expected useful lives on a basis consistent with similar owned items of property, plant and
equipment. Rental income (net of any incentives given to lessees) is recognized on digseadigists over the lease terms.
Earnings (loss) per ahe

Basic earnings or loss per share of common stock is computed by dividing the net income or loss available to common
shareholders for the year by the weighted average number of shares of common stock outstanding during the year.

Diluted earnings or ks per share of common stock reflects the potential dilution that could occur if securities or other

contracts/arrangements to issue shares of common stock were exercised or converted into shares of common stock. Common

equivalent shares, comprised of iexcrental shares of common stock issuable upon the exercise of stock options, are included
in diluted earnings or loss per share if they have a dilutive effect by application of the treasury stock method.

Treasury stock

The Company accounts fortheacgr ed shares of its own capital stock (fAtre

Resear ch Bul | 43 GChapte(1B,AmIBccyuntiNgPrinciples Board Opinion@fNp. i St at us of Acco
Research Bulletinso. Téttocksisoshowre asqaideductrieasufryom

of treasury stock not previously accounted for as constructively reissued are credited to additienalgpaidl while losses
are charged to additional paiid capital to the extdrthat previous net gains from the sale or retirement of the same class of
stock are included therein, otherwise the loss is charged to retained earnings/accumulated deficit.

Comprehensive income (losses)

Comprehensive income (loss) is defined asctienge in equity of the Company during a period from transactions and other
events and circumstances excluding transactions resulting from investments by owners and distributions to shareholders.
Total net comprehensive income (loss) includes net incoruss for the year as well as additional other comprehensive
income (loss). The Companyés other comprehensive income
income of jointlycontrolled entities, unrealized gains and losses on &ledlar-sale investments and foreign currency
translation adjustments, all recorded net of tax.
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GLOBAL-TECH ADVANCED INNOVATIONS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(x)  Accruals and loss contingencies

The Company makes provision for all loss contingencies when information available prior to the issuance of the consolidated
financial statements indicates that it is probable that an asset has been impairedlity &distbieen incurred at the date of
the consolidated financial statements and the amount of loss can be reasonably estimated.

For provision or accruals related to litigation, social insurance, property tax, etc, the company makes provisions based on
information from legal counsel and the best estimation of management. The company assesses the potential liability to be
recorded if the contingency loss is probable and the amount of loss can be reasonably estimated. The actual resolution of the
contingencymay di ffer from the Companyo6s esti mates. I f the coni
a future charge to income would result. Likewise, if the contingency was settled for an amount that is less than osy estimate

a future credito income would result.

(y) Segment reporting
The Company foll ows FASB ASC 280 fiSegment Reportingo.
The Company operates and manages its business in four segments. The accounting policies used in its segment reporting are
the same as those used in fineparation of its consolidated financial statements.

(z) Warranty cost

The Company estimates its warranty provision for defective products based on various factors including the likelihood of
defects, an evaluation of its quality controls, technicalyaig industry information on comparable companies and its own
experience. Based on the above consideration, the Company has accrued for warranty costs of US$296,410 for the year ended
March31, 2011 (2010: US$180,151 and 2009: US$191,459). The basiseaathount of the warranty accrual are reviewed

and adjusted periodically based on actual experience.

(aa) Government grants

Government grants are recognized when received and the stipulated activities are achieved. Such amounts are included in
other inome of the consolidated statement of operations.
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GLOBAL-TECH ADVANCED INNOVATIONS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Recent accounting pronouncements

(i)

(i)

(i)

INAugist 2009, the FASB issued AccoUumntifmBaiSt aVialauw &€ sMdJp ol att

Disclosures, Measuring Li @tiol)i twihe < hati sFaiorw Yaldi §dd e(dfi AS
Val ue Measur ement s an0}pr@vides anhendsnents @ $ASB AFCHPO ,2 0MMPai r Val ue
Measurements and Disclosude®v er al | 0 (ARAA®B ,A3©r82Mhe fair value meas

update provides clarification that in circumstances in which a quoted price in an aatie¢ imathe identical liability

is not available, an entity is required to measure fair value using a valuation technique that uses a quoted price of the
identical liability when traded as an asset, a quoted price for similar liabilities or similatiéabilhen traded as an

asset, or another valuation technique that is consistent with the principles of ASC 820. This ASU is effective for the

first period (including interim periods) beginning after issuance. The Company does not expect the adoptidn of AS
200905 to have a material impact on the Company6s financt

In April 2010, the FASB issued ASU N2010313, Compensatiah Stock Compensation (Topic 718): Effect of

Denominating the Exercise Price oBhareBased Payment Award in the Currency of the Market in Which the
Underlying Equity Security Trades whi cohStiosc kn oCmw ntpoedhisfait
This update provides amendments to Topic 718 to clarify that an employedabadepayment award with an
exercise price denominated in the currency of a market
trades should not be considered to contain a condition that is not a market, performance, or servime conditi

Therefore, an entity would not classify such an award as a liability if it otherwise qualifies as equity. The update is
effective for fiscal years, and interim periods within those fiscal years, beginning on or after Det&n#d10. The

Company doesot expect that the adoption of ASC20l8B wi | | have a material i mpact
position, results of operations and cash flows.

In June 2011, the FASB issued ASU I2611-05 Comprehensive Income (Topic 220): Presentation of

Compehensive Income. The objective of this Update is to improve the comparability, consistency, and transparency of
financial reporting and to increase the prominence of items reported in other comprehensive income. To increase the
prominence of items reportéd other comprehensive income and to facilitate convergence of U.S. generally accepted
accounting principles (GAAP) and International Financial Reporting Standards (IFRS), the FASB decided to eliminate

the option to present components of other comprehemsi i ncome as part of the stateme
equity, among other amendments in this Update. The amendments in this Update shall be applied retrospectively and is
effective for public entities, for fiscal years, and interim periods witihiise years, beginning after Decemb®r 2011.

The Company would adopt this pronouncement for the year ended Btgr2012.
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GLOBAL-TECH ADVANCED INNOVATIONS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

4. CASH AND CASH EQUIVALENTS

March 31, March 31,
2011 2010
USs$ USss$
Cash on hand and at banks 7,734,97¢ 23,023,987
Money market funds 11,470,20¢ 1,784,60¢
Total cash and cash equivalents 19,205,18¢ 24,808,59¢
Thecashonhandanta banks in our PRC subsidiaries are denominated in

Hong Kong dollars (AHK$0) and amounted to RMB27,310,779 (eq
US$16,887,968) in total as of M&r81, 2011 and 2010, respectively. RMB is not freely convertible into other currencies; however,
under Mainland Chinaés Foreign Exchange Control Regul ati ons
Exchange Regulations, the Companpésmitted to exchange RMB for other currencies through banks authorized to conduct

foreign exchange business. Other than RMB, the cash on hand and at banks of the Company are denominated in US$ and HK$.
Cash on hand and at banks held by our PRC subsglemi®denominated in RMB amounted to RMB13,612,533 (equivalent to
US$2,076,762) and RMB113,355,029 (equivalent to US$16,616,343) in total as of March 31, 2011 and 2010, respectively.

5. TIME DEPOSITS

As of March31, 2011, time deposits of RMB10,056,28@ivalent to US$1,534,204) were deposited with a creditworthy bank
with an original maturity of more than three months when acquired. The time deposits bear interest peR &%%m and
matured in June 2011.

6. RESTRICTED CASH

As of March31, 2011 ad 2010, time deposits of RMB127,560,000 (equivalent to US$19,460,845) and RMB30,000,000 (equivalent
to US$4,397,602) were deposited with and pledged to banks to secure credit facilities granted to the Company, inchidigg revol
bank loans and bills paykh
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GLOBAL-TECH ADVANCED INNOVATIONS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

7.

AVAILABLE -FOR-SALE INVESTMENTS

The following is a summary of availabler-sale debt and equity securities, which are all-restricted, as of Mah 31, 2011 and
2010:

Net unrealized

Cost gains (losses) Fair values

2011 2010 2011 2010 2011 2010

US$ US$ US$ US$ US$ US$
Current assets:
U.S. treasury bills 5] 15,986,53: 5] (1,892 o) 15,984,64(
Listed equity securities 3,129 3,138 3,563 1,652 6,692 4,790

3,129 15,989,67( 3,563 (240 6,692 15,989,43(

Non-current assets:
Unlisted investments 3,000,00( d 9,200 o] 3,009,20C o]

3,003,12¢ 15,989,67( 12,763 (240 3,015,892 15,989,43(

The Companyb6s U. S. 3% 2040swvere held with tohtsactual snaturifies dflless thdn six months. As of
March31, 2011and March31,2010, investments totaling US$2,294 and US$15,988,741 were in unrealized loss positions of
US$1,913 and US$3,770 respectively. During the fiscal years ended 813r2i11, 2010 and 2009, no significant gain or loss was
recognized on the dispoa | of t he Coforpaerdgbbsecurdiasai | abl e

Other investment

The fair values of listed equity securities are based on quoted market prices at the balance sheet date.

Unlisted investments which have the terms from 2 to 4 years are measiaied@ue using a price quoted by a third party, such as
broker or bank, at the balance sheet date.

The net unrealized gains (losses) consisted of gross unrealized gains as at the fiscal years en8&d2@4fci?010 and 2009 of
US$5,476, US$3,53d US$13,559, respectively, and gross unrealized losses as at the fiscal years end8d,Nadch 2010
and 2009 of US$1,913, US$3,770 and US$2,206, respectively.

The proceeds from the disposal of availdiolesale investments for the fiscal years ehbtiarch31, 2011, 2010 and 2009 were
US$15,986,532, US$31,962,236 and US$9,979,200, respectively.
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GLOBAL-TECH ADVANCED INNOVATIONS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

8. ACCOUNTS AND BILLS RECEIVABLE, NET

March 31, March 31,

2011 2010

Us$ US$
Accounts receivable 24,669,150 16,666,133
Less: Allowance for doubtful accounts (768 (115,023
Accounts receivable, net 24,668,382 16,551,109
Bills receivable 10,963,912 6,693,256
Accounts and bills receivable, net 35,632,294 23,244,365

Fiscal years ended

March 3
March 31, 1, March 31,
2011 2010 2009
Uss$ uss$ uss$
Allowance for doubtful accounts:
Balance at beginning of fiscal year 115024 65,308 65,308
Additions 768 56,336 o}
Amount writteroff as uncollectible during the fiscal year (115,024 (6,362 o}
Exchange realignment o} (258 o}
Balance at end of fiscal year 768 115,024 65,308
9. INVENTORIES
March 31, March 31,
2011 2010
uUss$ uUss$
Raw materials 5,697,795 4,197,027
Work in progress 3,010,686 2,466,948
Finished goods 2,140,890 2,745,826

10,849,371 9,409,801

For the fscal years ended Mar@1, 2011, 2010 and 2009, a wridewn of inventories to fair market value of US$405,313,
US$398,474 and US$688,020, respectively, was recognized in the consolidated statement of operations.
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GLOBAL-TECH ADVANCED INNOVATIONS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

10. RELATED PARTY TRANSACTIONS

A related party is any party that controls, jointly controls or can significantly influence the management or operagsgptiie
Company. Such parties wouddko include affiliates, investments accounted for by the equity method, principal shareholders,
management, directors and the immediate family members of principal shareholders, management or directors.

In addition to the transactions and balances detalsewhere in the consolidated financial statements for the fiscal years ended
March31, 2011, 2010 and 2009, the Company had the following material transactions with related parties during those years:

(@) The Company incurred annual real estate rengaénses for the fiscal years ended M&th2011, 2010 and 2009 of
approximately US$713,103, US$769,540 and US$738,697, respectively, payable to two directors féglolald certain
related companies of which certain of their directors are alsdirbetors of Globallech. Included in the aforesaid annual
real estate rental expenses were amounts of US$478,635, US$479,808 and US$478,211 paid to two directosSexfiGlobal
during the fiscal years ended Mar&h, 2011, 2010 and 2009, respectively, abhivere included in their remuneration for the
respective fiscal years as housing allowances.

(b) Rental income of nil, US$6,393 and US$50,812 was earned for the fiscal years ende@Iviafrti, 2010 and 2009,
respectively, from a jointhgontrolled enty. The rentals were charged on mutually agreed terms.

(c) Management fee income of nil, US$9,313 and US$106,677 was earned for the fiscal years endad,M@afdch 2010 and
2009, respectively, from a jointigontrolled entity, which was charged wigf@rence to the actual costs incurred.

The amount due from a jointlgontrolled entity is unsecured, interéste and has no fixed terms of repayment. The amount due
from a related party, of which two of the directors of Glebeth were shareholdersa@sMarch31, 2011, 2010 and 2009, is
unsecured, intere$tee and has no fixed terms of repayment.

11. PROPERTY, PLANT AND EQUIPMENT, NET

March 31, March 31,
2011 2010
uUss$ Uss
Leasehold improvements and buildings 27,022,596 25,964,81
Plant and machinery 35,907,231 31,941,407
Moulds 10,891,768 10,370,297
Transportation equipment 1,520,280 1,567,084
Furniture, fixtures and equipment 5,778,517 3,921,354
Construction in progress 63,129 0
81,183,521 73,764,773
Less: Accumulated depreciation (56,170,18) (51,056,40)
Property, plant and equipment, net 25,013,340 22,708,372
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11. PROPERTY, PLANT AND EQUIPMENT, NET (continued)

(@) During the fiscal years ended Margh, 2011, 2010 and 2009, impairment losses relating to property, plant and equipment of
nil, US$4,786 and US$200,407, respectively, were recognized oottsolidated statement of operations for certain moulds,
plant and machinery, and furniture, fixtures and equipment which are no longer used in the operations of the Company. The

impairment losses recognized during the fiscal years ended I@ay@911,20 0 and 2009 wer e incl uded
soldo and ASG&AO on the face of the consolidated statemer
respectively, and nil, nil and US$71,496, respectively. For the fiscal year ended3dag910 an impairment loss of
US$4,786 was included in AOther income (expense), net o.

(b)  As of March31, 2011 and 2010, buildings with aggregate net book values of approximately US$15,783 and US$98,773,
respectively, were situated in Hong Kong and manufa@eailities with aggregate net book values of approximately
US$11,890,017 and US$12,388,321, respectively, were situated in Mainland China. The land where the manufacturing
facilities were situated is held under certain land use rights that will exg@iB Up to Marcl81, 2011, the Company has
obtained a sizable portion of the property ownership certificates for its buildings (25 out of a total of 34 properties). The
application for the remaining property ownership certificates will commence onhtledtéand use right certificates for the
relevant pieces of land are obtained.

(c) The amounts of depreciation charged for the fiscal years ended Bgr2h11, 2010 and 2009 were US$3,238,356,
US$3,661,352 and US$3,830,549 respectively.

(d) The loss a disposal of property, plant and equipment recognized during the fiscal years ende@Ma@hl, 2010 and
2009 amounted to US$3,662, US$292,208 and US$39,645, respectively.

12. LAND USE RIGHTS, NET

Land use rights represent prepayments under opgtatises for land use for a predetermined time period. They are charged to the
consolidated statement of operations over the lease periods on a-imaifpaisis. The Company has the rights to use certain pieces
of land located in China and has obtaineds in the process of obtaining the land use rights certificates covering a substantial
portion of such lands. On Augu&, 2006, the Company entered into a supplementary agreement with the Dongguan local
government regarding the use of a piece of laitld a total area of 45,208 square meters which the Company had occupied.
Pursuant to the supplementary agreement, the Company has vacated a portion of this land (13,698 square meters in aggregate),
which was previously used as a recreational area, araffzeged to use the remaining portion of the land (31,510 square meters)
until August6, 2043. However, the Company had to pay monthly fees of RMB59,248 (approximately US$9,039) to the local
government for the period from Janudry2008 to Decembe&1, 008 and RMB193,048 (approximately US$29,452) from

Januaryl, 2009 onwards until August 2043. Up to MarcB1, 2011, the Company has obtained a sizable portion of its land use
rights certificates covering 183,900 square meters out of a total area dd@8d@i8are meters. The application of certain property
ownership certificates as further detailed in note 11 to the financial statements will commence only after the land use right
certificates for the relevant pieces of land have been obtained. The Goimpathe process of obtaining the remaining land use
rights and property ownership certificates. However, no definitive timeframe has been provided by the Dongguan locahgjovernme
as to when the certificates will be provided to the Company.
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13. INTERESTS IN JOINTL¥CONTROLLED ENTITIES

During the fiscal year ended Margh1, 2007, Consortium I nvestment (BVI)itsLimited
equity interest in Lite Array Holdings to Anwell as part of an arrangement to set up a joint venture in Mainland Chiludt thexp
opportunity in the development and manufacturing of OLED equipment. Subsequent to the completion of the disposgbatime

still retains 2,400,000 common stock of Lite Array Holdings, representing a 30% equity interest in Lite Array Holdings throug
CIBL. The Company accounts for its inter emttrolledrentitisiot)e, Arn awh iH
the Company does not have unilateral control, but joint control, under the equity method.

Particulars of the jointhcontrolled entities are as follows:

Place of Percentageof ownership
incorporation/ interest attributable to
Name registration the Company Principal activities
Lite Array Holdings Limited British Virgin Islands 30 Investment holding
Dongguan Litewell (OLED) PRC 30 Research and development
Technology Limited* OLED equipment
Litewell Technology (HK) Limited* Hong Kong 30 Design and trading of OLEI

production equipmen
and trading of OLED product
and corresponding materia
* Whollyowned subsidiaries of Lite Array Holdings Limited
The Company has discontinued theogition of its share of losses of the joirtgntrolled entities because the share of losses of the
jointy-controll ed entities exceedeantrbllbdeentites. e L£ompang has no furthereldigatonsiton t h e
fund operations

The following table illustrates the s u-oonmwlledentgies: fi nanci al i nfor

As of or for the years ended Decembe31*

2010 2009

US$ US$
Current assets 191,136 476,390
Norcurrent assets 2,045,408 1,835,513
Current liabilities (4,462,463 (3,436,18)
Revenue 6] o)
Operating expenses (1,203,469 (1,234,12)
Net loss (1,154,118 (883,519

* The financial year end date of Lite Array Holdings Limited
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14.

WARRANTY PROVISION

Included in other accrued liabilities are warranty provisions of US$296,410, US$180,151 and US$191,459 as3if, addh
2010and209, respectively. The Companyds war3la0ll, p0l@and 2000ist 'y dur i
summarized below:

Fiscal years ended

March 31, March 31, March 31,
2011 2010 2009

uss$ uss$ Uss$

Balance at beginngof fiscal year 180,151 191,459 235,315
Additional provision 192,408 15,250 47,215
Reversal of unutilized amounts (76,149 (26,559 (91,072

Balance at end of fiscal year 296,410 180,151 191,459

15.

16.

BILLS PAYABLE, SHORT TERM BANK LOANS AND BANKING FACILITIES

GlobalTech has provided a bank with: &) unlimited corporate guarantee for general banking facilities granted to certain
subsidiaries of the Company; and éi) undertaking not to pledge, mortgageharge any of the assets of the Company in Hong
Kong or Mainland China for general banking facilities granted to a subsidiary of the Company without obtaining writtéro€onsen
the bank for general facilities granted to its H.K. subsidiaries. The @uyripas made deposits to banks as security for credit
facilities granted to our PRC subsidiaries, including bank loans and bills payable.

The facilities with various banks are denominated in United States dollars of US$9,000,000, Hong Kong dollars4&fa; G2

and in Renminbi of RMB60,000,000 (equivalent to US$18,462,022 in total) as of BtRr2011, and in Hong Kong dollars of
HK$2,400,000 and in Renminbi of RMB50,000,000 (equivalent to US$7,638,483 in total) as of3aR€H 0. The facilities are
secured by the Companyd6s deposits which are restricted in u

Banking facilities of US$12,585,054 and RMB8,381,848 (equivalent to US$1,278,754) were utilized as 3 Ma@hl and
RMB10,257,371 (equivalent to US$1,503,595) were utilized as of Makch010.

Banking Facilities of HK$2,400,000 (equivalent to US$308,285) and RMB30,195,179 (equivalent to US$4,606,645) remained
unutilized as of MarcB81, 2011 and HK$2,400,000 (equivalent to US$309,144) and RMB39,742,629 (equivalent to US$5,825,744)
remaired unutilized as of MarcB1, 2010.

The weighted average interest rate of the bank loans for the year endedBMa26k1 is 1.36%er annum with an average
maturity of 59 days from MarcB1, 2011.

SHARE CAPITAL

Holders of common stock of Globdec h have one vote for each stock held on all
meeting of Globallech. Subject to the rights of the holders of stock with preferential or other special rights which may be

authorized in the future, holders of corm&tock of Globallech are entitled to receive dividerm® rataout of assets legally

available therefore and, in the event of the winding up of Gldbah, to share ratably in all assets remaining after payment of

liabilities of GlobatTech. The Boardf Directors of GlobalTech may declare interim dividends and recommend a final annual

dividend from retained earnings available for cash dividends as determined for statutory purposes at such times animtich a

as they may determine. Dividends naay be declared and paid out of surplus.

During the fiscal year ended Marghi, 2009, the Board of Directors of Globech authorized an amendment to Gleba ¢ h 6 s
Memorandum of Association to effectddf-1 r ever se stock spiltid) (dfhet iRReives sed Samd k
common stock of Global'ech, effective from DecembérO , 2008 (the fAEffective Dat34,0) . Dur
2009, GlobalTech also proportionally reduced the authorized number of shares of its comnqefane:d stock to 12,500,000

and 250,000, respectively. On the Effective Day, every four shares of common stock ofT@ldb&ésued and outstanding as of

the Effective Date were consolidated into one share ofngostse split common stock.
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17. OTHER INCOME (EXPENSES), NET
2011 2010 __ 2009
uUss$ uUss$ uss$
Foreign exchange losses, net (549,771} (144,313 (93,073
Loss on disposal ofrpperty, plant and equipment (3,662 (292,208 (39,645
Rental income from a related party 0 6,393 50,812
Rental income from other third parties 9,886 0 151,188
Management fee received from a related party 4 9,313 106,67
Management fee received from other third party 18,641 4 57,218
Reversal (accrual) for potential tax surcharge (80,479 9,946 (104,806
Government grants 856,372 687,190 58,127
Others 60,056 178,598 245,495
311,050 454,919 431,993
18. INCOME TAXES

GlobalTech and its subsidiaries are subject to income taxes on an entity basis on the taxable income arising in or derived from the
respective tax jurisdictions in which they are domiciled or degmegerate. Globalech and its investment holding subsidiaries
incorporated in the British Virgin Islands (ABVI 0)ns.dhee not
Company conducts substantially all of its businesses pexhtions through its subsidiaries located in Hong Kong and Mainland

China.

The Companydés operating subsidiaries are subject twhichvari ous
they operate. The Cogloagran dubjecstaiHpisgiKdng @rofits tesat ai rate oHL6.5% on their assessable
income arising in Hong Kong during the fiscal years ended Margh, 2011, 2010 and 2009. The Comj
Macau was exempted from Macau Complementary Tax.

The Companydés subsidiaries registered in the PRC, including
income as reported in their PRC statutory accounts, adjusted in accordance with relevant PRC income tax laws and regulations.
DWS and DGIAD are located in a coastal open economic zone in Mainland China and, accordingly, were entitled to a preferential
tax rate of 27% (24% reduced tax rate and 3% local income tax rate) for the calendar years ended prior to Zle@g0Ber

During the ¥ Session of the 10N at i on a | Peopleds Congress of 16,0087, #uRifed whi ch w
enterprise income tax law, or EIT was approved and became effective on Jar2@08. The New EIT Law introduced a wide

range of changes which incle the unification of the income tax rate for domestested and foreiginvested enterprises at 25%.
DGLAD is entitled to a tax concession period (fAiTax Hwol i dayo
profit-making yearsnd is entitled to a 50% tax reduction for the succeeding three years. DGLAD started its firshgkofg year

under the Tax Holiday for the calendar year ended DeceBih@007. Accordingly, the EIT of DSW and DGLAD for fiscal 2011

was 25% and 12.5%gspectively.

Income tax expense consists of:

2011 2010 2009
uss$ Us$ Us$
Income tax expense (benefit):
Current 110,215 482,688 460,345
Deferred 93,907 (93,553 (39,319
Total income tax expense 204122 389,135 421,026
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18. INCOME TAXES (continued)

The reconciliation of income tax expense (benefit) computed at the Hong Kong statutorg tagarate to profit (loss) before
income taxes as stated in the consolidated statement of operations of the Company at the effective income tax rawesis as foll

2011 2010 2009

Uss$ Uss$ Uss$
Income tax expenses (benefit) at Heng Kong statutory income tax ri

(657,339 636,152 (894,200
Foreign rate differential (69,069 138,201 26,140
Non-taxable other income (79,153 (521,405 (558,829
Non-tax deductible expenses 554,564 22,140 1,056,179
Under provision of tax in prior periods 149,531 149,679 52,596
Unrecognized (utilized) tax benefits (1,110,579 (97,38) 402,496
Changes in valuation allowance 1,416,168 61,749 336,644
Tot al i ncome t ax e effecBvaincemedax rate h 204,124 389,135 421,026
Hong Kong statutory income tax rate 16.5% 16.5% 16.5%
Effective income tax rate (5.0% 10.1% (7.89%

Deferred tax assets and liabilities as of Ma&@&h2011 and 20 comprise the following:

March 31,2011 March 31,2010
Uss$ Uss$
Deferred tax assets:
Impairment of property, plant and equipment 1,894,051 134,144
Provision for inventories 314,139 462,509
Provision for warranty 78,300 46,580
Operating losses carried forward 3,771,019 3,484,191
Accruals and other liabilities 0 530,644
Gross deferred tax assets 6,057,516 4,658,068
Less: Valuation allowance for deferred tax assets (6,057,516 (4,553,687
Net deferred tax assets 0 104,381
Deferred tax liabilities:
Other temporary differences o} 0
Tax over book depreciation of property, plant and equipment (27,549 (38,112
Total deferred tax liabilities (27,549 (38,119
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18. INCOME TAXES (continued)

Fiscal years ended

March 31, March 31, March 31,
2011 2010 2009
uss$ uss uUss
Valuation allowance:

Balance at beginning of fiscal year 4,553,687 4,503,573 4,147,116
Additions (reversal) 1,416,168 61,749 470,357
Effect of change in tax rate o} o} (23,55)
Disposal of a subsidiary o] o] (110,162
Exchange realignment 87,661 (11,635 19,813
Balance at end of fiscal year 6,057,516 4,553,687 4,503,573

For financial reporting purposes, the Company has established valuation allowances by tax jufisdob¢i@nred tax assets, which
management believes are more likely than not to be realized in the foreseeable future. As 8fliM20&H and 2010, the Company
had tax losses carried forward of US$23,656,479 and US$22,623,542, respectively, which iaglloests of US$4,562,595 and
US$3,992,542 respectively that are available indefinitely for offsetting against future taxable income of the compaities in wh
these losses arose. Tax losses of US$19,093,884 and US$18,631,000 as afi Meth and 2010espectively, may be carried
back for 2 years or carried forward for 20 years from the year the tax losses arose.

A reconciliation of the movements of unrecognized tax benefits under FASB ASC 740 during the fiscal years endgd, [2@tdh
and 2010, exlusive of related interest and penalties, is as follows:

Fiscal years ended

March
March 31, 31,

2011 2010

Us$ uss$
Balance at beginning of fiscal year 7,301,091 7,288,627
Additions based on tax positions related to the ctiyear 990,115 954,221
Reduction for tax positions related to prior year (970,878 (953,704
Exchange realignment 116,949 11,947
Balance at end of fiscal year 7,437,277 7,301,091
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18. INCOME TAXES (continued)

AsofMarch31, 2011 and 2010, the Companyés unrecognized tax bene
respectively, are presented in the consolida#dnce sheets within income tax payable. The remaining balance of US$2,454,131
and US$2,013,287 as of Mar8t, 2011 and 2010, respectively, are set off with the corresponding tax losses carried forward.

If the unrecognized tax benefits under FIN 4®&&blarch31, 2011 were realized in a future period, it would result in a tax benefit
of US$4,983,146 (US$5,287,804 as of Magch 2010) and a reduction of the Company®o

For all the years presented and in accordance with FIN 48, thea&ly classified interest and potential penalties relating to any
underpayment of income taxes and uncertain tax positions, if and when required, as interest expense and other expenses,
respectively. For the fiscal years ended M&@th2011 and 2010, th@ompany reversed interest and potential penalties of
US$227,702 and US$73,643 relating to certain uncertain tax positions in its consolidated statement of operations reSpectively
the fiscal years ended Mar8h, 2009, the Company recognized in itssmitiated statement of operations total interest and
potential penalties relating to certain uncertain tax positions amounting to US$279,880. As o8Ma@hl and 2010, the
Company had accrued interest and potential penalties relating to certairinnzerpositions amounting to US$1,537,510 and
US$1,767,030, respectively.

One of t he Ceompedsubsidiaiesvsiturentlyyunder examination by the Hong Kong tax authority. The tax period
open for examination by the tax authority includesfi$eal years ended Mar@1, 2003 through 2010. While it is difficult to

predict the timing and settlement of the final outcome of the examination, the Company does not anticipate a signi§ieaint chan

its unrecognized tax benefits within the next 1nths; however, actual developments could differ from those currently expected.

The PRC tax authorities could determine that any-cdenpany payable account in accordance with the PRC GAAP could be
deemed income if such inteompany payables can nottie settled and therefore subject to taxation. In accordance with FIN 48,
we evaluated our position and determined that suchdot@pany payables will be settled, and particularly, since prior year tax
assessment have been confirmed with the PRC taxrdigbodeeming such intaompany payables as income was not more likely
than not.

Based on existing tax regulations in t he20®cemairaopenopossibéetak o u s
examination by relevant tax authorities

The Company has not provided for possible income taxes on the undistributed earnings of foreign subsidiaries thatraektoonside
be reinvested indefinitely.

19. BASIC AND DILUTED EARNINGS (LOSS) PER SHARE

Basic and diluted earnings (loss) per stadreommon stock of the Company for the fiscal years ended Mdrch011, 2010 and
2009 is computed in accordance with FASB ASC 260 fAEarnings
attributable to common stockholders by theégheed average number of shares of common stock outstanding during that fiscal year.

The following table sets forth the computation of basic and diluted earnings (loss) per share:

2011 2010 2009
uss uss Uss
Numerator for basic andldted earning (loss) per share:
Earnings (Loss) attributable to common stockholders (4,012,97) 3,466,331 (5,840,422
Number Number Number
Denominator for basic and diluted earnings (loss) per share:
Weighted average number of shares of common stock 3,039,454 3,037,969 3,051,216
uss uss$ US$
Basic and diluted earnings (loss) per share of common stock (1.32 1.14 (1.97

36



GLOBAL-TECH ADVANCED INNOVATIONS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued)

19.

20.

BASIC AND DILUTED EARNINGS (LOSS) PER SHARE (continued)

365,369, 337,618 and 356,448 stock options of Gidkeah were excluded from the computation of diluted earnings (loss) per
share fotthe fiscal year ended Mar@i, 2011, 2010 and 2009, because their inclusion would have beetilsite.

COMMITMENTS
(@) Capital commitments

As of March31, 2011 and 2010, the Company had capital commitments contracted but not provided f8678&S%&nd
US$52,919, respectively, for the purchase of property, plant and equipment.

(b)  Operating lease commitments

In addition to the land use rights described in note 12 to the financial statements, the Company has entered into various
operating lese arrangements for parking lots, motor vehicles, equipment, land and office premises. The Company recorded
rental expenses, excluding the land use rights payments described in note 12 to the financial statements, for the fiscal year
ended Marcl81, 20112010 and 2009 of US$445,327, US$440,132 and US$424,194, respectively, and recorded lease rental
income of US$9,886, US$6,393 and US$202,000 for the fiscal years ended3daffii1, 2010 and 2009, respectively.

Future minimum lease payments under-earcelable operating leases as of Magdh 2011 and 2010 were as follows:

March 31, March 31,
2011 2010
uss Uss$
Payable:

Within one year 629,677 1,008,261
Over one year but not exceeding two years 491,936 463,876
Over twoyears but not exceeding three years 501,352 472,446
Over three years but not exceeding four years 355,086 481,489
Over four years but not exceeding five years 334,022 341,018
Over five years 9,135,325 9,089,012
11,447,398 11,856,102

Apart from the above, subsequent to the year end date, the subsidiaries of the Company renewed the tenancy agreeenents with th
related companies and extended the leasing term for one year toMagi 2, with future lease paymenfdJS$234,081.
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21. CONTINGENCIES

(@ GlobatTech and Pental pha Medical Limited (formerly KkKnaown as
subsidiary of GlobaTech, were involved in certain breach of contract litigation with Sunbeam Corporation and Sunbeam
Product s, I nc. (collectively f Su wlairirgnTbetrial omthetclaimbodbSumbeama r t i
for indemnity and the claim of Pentalpha Enterprises for breach of contract began on 1an2a64. On Januaf6, 2004,
the jury (the fAJuryo) Sonbdam onrtecthiméor indenmity iard twaided Stinbeam r o f (i )
approximately US$2.5 millin against Pentalpha Enterprises; andP@htalpha Enterprises on its claim for breach of contract
and awarded Pentalpha Enterprises US$6.6 million. The United States District Court for the Southern District of Florida (the
ADi strict Conaljutigmnéntog Febroatyke 2004a0 afidipeudgment interest to the J
awarded Sunbeam approximately US$3.4 million and Pentalpha Enterprises US$6.6 million.

After the appeal, by an amended judgment dated Decetab@005, the District Qurt awarded Pentalpha Enterprises
pre-judgment interest from Jurg®, 2001 to February/1, 2004, bringing the judgment entered in favor of Pentalpha

Enterprises as of Februaty, 2004 to approximately US$8 million, and leaving unchanged the judgmergdeatminst
Pentalpha Enterprises in favor of Sunbeam.

After the appeal, the District Court, on its own initiative, entered a second amended judgment &6, 007 and on

June4, 2007 entered a third amended judgment that awarded Pentalpha Entprpijisggment interest from Jurg®, 2001

until the entry of the second amended judgment on Decel@@005, at the interest rates required by Florida law and

awar ded S u-judgmentindesest pntil Becembi?, 2005. The pogudgment interest fapoth parties is calculated

at 4.35%per annum from the date the amended judgment was entered on Det2n2@05 until paid. On Jurié, 2007,

Pental pha Enterprises filed a notice of appealengetbe t he Uni
portion of the judgment in favor of Sunbeam that extends thgiggenent interest until Decemb&2, 2005.

Sunbeam posted a bond in the amount of approximately US$5.2 million, which was attached pursuant to the $3eptember
2005orderofth&dni t ed St ates District Court for the Southern Dis!

S.A., (ASEBO) v. Montgomery WaechdpendiRgegmthe aistrictrcaurt, Esfurtieer detaileds e s @
in note 21(b) below. On Jull3, 2007, Sunbeam wire transferred an amount of approximately US$5.5 million to an escrow
account of SEBO6s attorney. SEBO&6s attorney is holding that

for Pental pha Ent e ntpfthe fsresinto eSctow bliminated it ohigatiomte pay-pagment
interest on the amount that it paid into escrow.

On Decembet0, 2008, the Court of Appeals reversed the judgment of the District Court and remanded to the District Court

the elimnation of the award of pfjeidgment interest to Sunbeam after Febrddry2004. On or about Februdry2009,

Sunbeam and Pentalpha Enterprises reached an agreement with respect to the satisfaction of the Fourth Amended Final
Judgment entered on Janua8; 2009. On Februard0, 2009, accordingly, Sunbeam wire transferred approximately
US$279,000 to the escrow account of SEB&6s attorney provic
concluded.

Accordingly, the Pentalpha Enterprises igtiaed a gain of approximately US$8.0 million from its claim against Sunbeam

for breach of contract and a loss of approximately US$3.4 million on the claims of Sunbeam for indemnity in its consolidated
statement of operations for the fiscal year 2006.dbgimd Enterprises recognized fuelgment interest and gains of

approximately nil, nil and US$279,000 in its consolidated statement of operations for the fiscal years 2011, 2010 and 2009,
respectively.
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21.

CONTINGENCIES (continued)

(b)

SEB commenced an action in 1999 in the United States District Court for the Southern District of New York for patent
infringement against Globdlech, Pentalpha Enterprisasd Montgomery Ward, a then customer of Pentalpha Enterprises.
The Court ordered Pentalpha Enterprises, among other things, to give notice to SEB of any attempt to collect the judgment
against Sunbeam. The district court attached the entire judgmerddrydated Septemb@r 2005. The district court

conducted a trial beginning on Apli¥, 2006. On ApriR1, 2006, the jury returned a verdict finding that Pentalpha

Enterprises had infringed the SEB patent, that the infringement was willful and that SEBtitlad to a reasonable royalty

in a total amount of US$4.65 million.

Both sides have made pdsal motions. GlobalTech and Pentalpha Enterprises have moved for judgment as a matter of law

on a wide range of issues, and for a new trial. SEB hasdrtovenhance damages with the addition of treble damages,

prej udgment Iinterest and attorneysd fees. The motions have
April 11, 2007 and Jurigl, 2007. The district court also heard testimapynfa SEB witness on July®, 2007 with respect

to Pentalpha Enterprisesé motion for judgment as a matter
documents during the discovery.

In a memorandum decision and order dated Oct®p20F , the district court demnrialed all
motions, except that the court reduced the amount of the
amount from Sunbeam. The di s pbrrenmhanced damagestof US$26D millipn, awatdedd S E B ¢
SEB its attorneysd fees of -jugmentioterésnabthegime inter&tHrake. SEBmEs| | i o n ,
submitted a claim for approximately US$1.8 million in-rdgment interest and a supplental claim for approximately

US$0.25 million in attorneysdé fees and expenses. Pentalpt

that they resulted from the misconduct of SEB in concealing documents, but not the calculatigodigfmpent interest.

By motion filed on Novembe24, 2007, Pentalpha Enterprises moved for reconsideration of the award of enhanced damages
and attorneysd fees, including any s up%2087mgimon batl uppria or ney s
decision of the Court of Appeals in a different case, on ABQsP007 that imposed additional requirements for a finding of
willfulness that the jury did not consider in this case.

On OctobeR, 2008, the district court granted the motiorPehtalpha Enterprises to vacate the award of enhanced damages
and entered into an amended judgment in favor of SEB for enhanced damages of US$2.65 million and corresponding
prejudgment interests of approximately US$2.23 million. Pentalpha Enterprisa filetice of appeal on Octol®4, 2008.

SEB crossappealed from the denial of an award of enhanced damages. Oral argument is set fol60208%eThe

outcome of the appeal cannot be determined with certainty.

Pentalpha Enterprises thereafter souglamend the order of attachment to release amounts beyond those necessary to
provide security pending appeal. By an order dated NoveRHe008, the district court granted that motion and released all
amounts in excess of US$5.1 million. SEB moved en@ourt of Appeals to stay that order of the district court. The Court of
Appeals denied SEBO&6s mo42009n by an order dated March

OnJanuary 8, 2008, Pentalpha Enterprises filed a request with
re-examine the SEB patent that is the subject of this action. O83,JR0809, the PTO issued an office action rejecting all

claims of the SEB patent on the grounds that they were obvious. SEB has 60 days from that office action to respond to it. On
July 16, 2009, Pentalpha Enterprises filed a motion in the Court of Appeals to stay the appeal pendiexginéegion.

The Court of Appeals denied the motion for a stay.

Based on the understanding of the Company, on Augy2009, the PTO conducted ateiview of SEB and on Augué#,
2009, the PTO issued a report of the meeting stating that an agreement had been reached that the PTO would provide
favorable treatment to the claims of the patent provided that SEB filed a satisfactory memorandum With ®EBfiled

that response on Septemi2e2009.

After receiving SEBO6s response, Pental pha Enterprises per
concerning the scope of its Pat e naccusedprotucts and imthetPatennofficetoo e n ¢
sustain the validity of its Patent. Pentalpha Enterprises therefore moved the district court for an order pursuant(ly) Rule 60

of the Federal Rules of Civil Procedure for an order vacating the judgment ddeaitaipha Enterprises on that ground. SEB
opposed the motion.

39
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21.

CONTINGENCIES (continued)

(b)

©

(d

(continued)

The PTO on Decembdsi6, 2009 issued an odE action stating that the claims of the SEB Patent Pentalpha Enterprises in fact
patentable.

The Court of Appeals heard oral argument on the appeal on O6ia@09 and rendered a decision on FebrGag010
affirming the judgment of the district cduPentalpha Enterprises petitioned for reargument en banc, which the Federal
Circuit denied on Marc5, 2010. Pentalpha Enterprises filed a petition for certiorari in the Supreme Court of the United
States on Jul23, 2010.

After the Mandate of the Couof Appeals, SEB requested the district court modify the order of attachment to allow SEB to
satisfy the outstanding judgment from the escrow funds that its counsel is holding from the order of attachment. As of
April 30, 2010, the escrow fund held apximately US$5.1 million .

The district court heard oral argumentonMa$ , 2010 on Pentalpha Enterpriseb6s Rul
application to modify the order of attachment to allow disbursement of the funds in the escrow account to satisfy its
judgment.

On August4, 2010, the district court issued an order authorizing the attorneys for SEB to use the funds in the escrow account
to satisfy the judgement, including grelgement interest, and pay certain expenses associated with it. If a bataagged,

SEB6s attorneys were ordered to pay the balance to Pental
Pentalpha was required to pay the remaining amount of the judgement.

The Supreme Court granted the writ of certiorarQamtoberl2, 2010. After the appeal was fully briefed, the Supreme Court
heard oral argument on Febru&§, 2011. On Magg1, 2011, the court affirmed the judgment of Federal Circuit byan 8
vote, effectively ending the case.

On Octoberll, 2004, Bs t Hero Limited (fABest Her o00) i ssued a writ i n
Kong (the fiHigh Courtodo) against a subsidiary of the Comp:
purchase orders issued by the subsidisryvay31, 2004 and Jurie, 2004, respectively, to Best Hero for the purchase of

LCD television panels for a total purchase price of US$4,620,000. However, the LCD television panels which were paid for

in the initial shipment were determined to be unaatdaptto the subsidiary. Accordingly, further delivery of the remaining

orders was refused. Best Hero alleged that the subsidiary had repudiated the contract, and therefore Best Hero gistituted leg
proceedings to claim for damages. The subsidiary intetudéefend the action on the grounds that it is justified in rejecting

the goods for breach of conditions as to descriptions and the sample provided to the subsidiary by Best Hero. A defence and
counterclaim was filed by the subsidiary in the High Count@ecembel8, 2004. Best Hero filed a Reply and Defence to
Counterclaim on Januafyl, 2005. No further activity occurred in this case through Matgt2011.

In accordance with FASB ASC 450 fiCont i ngeintenaldavweentiehe Co mj
claim being filed and there being no activity between the two parties. The Company considered the probability that the
Company will incur a loss is remote. Accordingly, the provision of this contingent liability of US$0.9 millioreveased

during the year ended Mar&1, 2011.

As of March31, 2011, the Company recognized US$4,983,146 of liabilities for unrecognized tax benefits and, in addition,
US$1,537,510 of related interest and penalties. The unrecognized tax benefitaagifitdo potential transfer pricing
arrangements reflected in the Hong Kong and PRC income tax returns of certain subsidiaries of the Company. The final
outcome of these tax uncertainties is dependent upon various matters including tax examinatipnscésghngs, certain
authority proceedings, changes in regulatory tax laws and interpretations of those tax laws, or expiration of statues of
limitation. However, based on the number of jurisdictions, the uncertainties associated with litigation stam shef
examinations, including the protocols of finalizing audits by the relevant tax authorities, which could include formal legal
proceedings, there is a high degree of uncertainty regarding the future cash outflows associated with these tdiesncertai
As of March31, 2011, the Company classified US$4,983,146 of its liabilities for unrecognized tax benefits and
US$1,537,510 of interest and penalties as current liabilities.
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22.

OTHER ACCRUED LIABILITIES

March 31 March 31

2011 2010
US$ US$

Accrued expenses 2,829,692 2,561,787
Other tax payable 2,119,312 2,640,826
Land use right payableoperating lease 782,129 770135
Other payable 1,844,929 923,967

23.

24.

7,576,062 6,896,715

EMPLOYEE BENEFITS

The Company operates a Mandatory Provident Fund (AMPFO) sch
(AORSOO0) s c he mededmployeesih Hong Korgy. Bqthuthel MPF and the ORSO schemes are defined contribution
schemes and are administered by independently administered funds.

MPF is available to all employees aged 18 to 64 and with at least 60 days of service as an enhleyeengbany in Hong Kong.

Under the MPF scheme, both the Company and each of the qual
salary and HK$1,000 (approximately US$129), subject to a cap of a monthly basic salary of HK$20,@3hfapgly US$2,569).
Qualified employees are entitled to 100% of the Commpthinyds c
of services with the Company, but the benefits are required by law to be preserved until the reigernéfb.

Certain fulltime employees in Hong Kong who joined the Company before December 2000 are eligible to participate in the ORSO
scheme immediately following the date on which they have completed their probationary period. Under the ORSO gshthteme, bo
Company and each of the eligible employee contribute 5% of

The costs of these schemes recognized during the fiscal years ende@l&@hl, 2010 and 2009 were US$72,878, US$76,321
and US$78,745, respectively.

Accordng to the relevant laws and regulations in the PRC, the Company is required to contribute 16.8% of the stipulated salary set
by the local government of Dongguan, the PRC to certain retirement benefit schemes to fund the benefits for certain of its
employees. No forfeited contributions may be used by the employer to reduce the existing level of contributions. The Company also
provides housing, medical care and subsidized meals to all existing factory employees. The aggregate amounts incurred by the
Companyfor all such benefits were US$2,547,639, US$986,738 and US$814,728 during the fiscal years endai, [2@idh

2010 and 2009, respectively.

SEGMENT INFORMATION

The Company operates in four segments: Home Appliances, Electronic Components, Electvbain uf act ur i ng Ser vi
and Others. These segments are operated and managed as separate strategic business units that offer different medlices/servic

Companybés fiHome Applianceso segment hi s andprimariyinfolyesthes been t
manufacturing of electrical household appliances for brande
Componentso segment produces complementary met aforsalexto de s e mi
cellular phone manufacturers in Mainland China. The Company
technology (ASMTO) processing of printed circuit ©®Gwmards and
The Companydés fAiOtherso segment comprises a number of i mmat e

materialized to date into full product businesses. None of these units has ever individually met the quantitative foresholds
determining reportable segments. The chief operating decision maker evaluates the results of each segment in assessiog performan
and allocating resources among the segments.

There were no material intersegment sales or transfers during the fiscal year$/emdnh31, 2011, 2010 and 2009.
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24. SEGMENT INFORMATION (continued)

(@) The following table provides operating financial information for the fourntapte segments:

Electronic
Home Component
Appliances s EMS Others Corporate Consolidated
Us$ uUss Us$ uUss$ USs$ Us$

As of or for the fiscal year ended March31, 2011
Revenues from external

customers 43,485,638 42,621,597 14,742,075 105,194 o] 100,954,504
Capital expenditure 217,028 807,077 3,598,918 40,345 o] 4,663,368
Interest income 0 0 0 0 498,837 498,837
Interest expense o} (268,219 (2,609 o} 308,173 37,350
Depreciation and

amortization 1,599,996 557,353 971,836 62,690 140,261 3,332,136
Segment profit (loss) (1,775,879 1,400,572 (695,296 (960,777 (1,981,59) (4,012,97)
Total assets 22,234,345 23,809,159 15,066,413 703,412 58,122,805 119,936,134
As of or for the fiscal year ended March31, 2010
Revenues from external

customers 53,889,863 38,886,903 8,990,369 162,354 o] 101,929,48¢
Capital ependiture 778,952 29,461 1,144,038 166,369 0 2,118,820
Interest income 0 0 0 0 282,746 282,746
Interest expense 4 (65,356 (4,309 o} 63,697 (5,968
Depreciation and

amortization 2,224,742 534,343 647,932 164,697 207,188 3,778,902
Segment profit (loss) 3,124,689 2,857,538 1,901,374 (980,13} (3,437,139 3,466,331
Total assets 15,140,905 19,806,612 9,754,921 423,530 65,960,858 111,086,82¢€
As of or for the fiscal year ended March31, 2009
Revenues from external

customers 50,805,661 34,466,153 1,802,771 312,787 o] 87,387,372
Capital expenditure 288,840 279,433 2,164,929 68,985 o) 2,802,187
Interest income 0 0 0 0 705,922 705,922
Interest expense (1,519 (52 o} o} (170,873 (172,436
Depreciation and

amortization (2,395,692 (513,402 (534,527 (292,641 (170,572 (3,906,833
Segment profit (loss) (121,515 (546,720 (1,441,697 (1,274,127 (2,456,363 (5,840,422
Total assets 17,710,936 15,522,132 5,907,050 696,548 64,077,239 103,913,90¢&

# Including a gain on disposal of a subsidiary of US$157,597 and a loss on dissolutiobsitimsuof US$1,028,875.
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24,

SEGMENT INFORMATION (continued)

(b)  Net sales by geographic area based on the location of customers are as follows:

2011 2010 2009
Uss$ Uss$ Us$
Australia 562,066 555,138 572,326
Europe 3,213,506 3,326,495 5,616,397
North America 38,808,728 49,212,523 39,333,008
Asia 58,360,791 48,422,656 41,216,419
Other regions 9,413 412,677 649,222
100,954,504 101,929,489 87,387,372
(c) Net sales by product/service type
2011 2010 2009
uss$ uss$ uss$
Floor care products 40,013,087 51,922,848 46,603,666
Kitchen appliances 1,081,498 558,674 1,176,585
CCMbds 41,592,838 38,910,047 33,340,887
Cellular phone assembly services 14,648,779 8,990,369 1,802,771
Others 3,618,302 1,547,551 4,463,463
100,954,504 101,929,489 87,387,372
(d) Longlived assets*
March 31, March 31,
2011 2010
uUss$ uss$
Hong Kong 308,736 482,563
Mainland China 27,765,159 25,258,961
28,073,895 25,741,524
* Longlived assets represent land use rights and propeayt and equipment.

(e) Impairment of property, plant and equipment

The impairment losses of property, plant and equipment for the fiscal years endedl&@h1, 2010 and 2009,
amounting to nil, US$4,786 and US$200,407, respectively.
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24. SEGMENT INFORMATION (continued)

(U] Major customers
Customers accounting for 10% or more of the Companyébs net

2011 2010 2009
USss$ USss$ USs$
El ectrolux S. A. and subsii 42,006,085 52,870,164 41,760,51&
Shenzhen Tinno Mobile Tecl 13,677,827 7,455,144 139,980
Techtronic Industries Company Limited, including Royal
Appl i ance Manufacturing C 0 429,782 7,423,103
Lenovo Mobile Communicati
12,712,077 10,595,989 1,941,647

During the fiscal years ended Mar8h, 2011, 2010 and 2009, 41.6%,51.8% d 47 . 8%, respectively,
total net sales were made to Electrolux, which is an unrelated customer. As of3#la2€11, 2010 and 2009, 35.7%, 22.8%

and 36.7%, respectively, of the Comp a ntiploxsElettroluxasitheaccount s
customer of the Companyds home appliances segment.

During the fiscal years ended Mar8ht , 2011, 2010 and 2009, O0.3%, O0.4% and 8.
sales were made to Royal, which is an unrelated cestoks of March31, 2011, 2010 and 2009, 0.5%, 0.2% and 9.8%,
respectively, of the Companyds total accounts and bills 1
Companyds home appliances segment.

The Company is a contract manufacturer obflcare products that are marketed by Electrolux and Royal under their
respective brand names.

During the fiscal years ended Marghl , 2011, 2010 and 20009, 12. 6 %, 10. 4% and
net sales were made to Lenovo, whichnsunrelated customer. As of Margh, 2011, 2010 and 2009, 19.2%, 26.4% and

9. 4%, respectively if the Companyds total accounts and bi
Companyb6s electronic components segment.

During the fiscalyears ended MarcB 1 , 2011, 2010 and 2009, 13. 6 %, 7. 3% and C
net sales were made to Tinno, which is an unrelated customer. As of 31ar2011, 2010 and 2009, 9.6%, 10.0% and 0.5%,
respectively ilf adeoCotmpaarydsbitlots recei vable were from T
electronic components and EMS segment.

25. CONCENTRATION OF RISKS
Concentration of credit risk

Financial instruments that potentially subject the Company to sigrtificententrations of credit risk primarily consist of cash and
cash equivalents, time deposits, restricted cash, avaiftaéale investments, financial assets included in deposits and other assets
and accounts and bills receivable.

Substantiallyallof he Companydés cash and cash equivalents, time deposi
availablefor-sale investments were financial assets that management believes are of high credit quality.

The Companyds concent rastamerswillacontinae td represent e slibstantiah poetion ofwdir sales for the
foreseeable future. The loss of any major customers or a decrease or delay in order or anticipated spending by suatocldtomers
materially reduce our revenues and profiiabiOur largest customers could also engage in business combinations, which could
increase their size, reduce their demand for our products as they recognize synergies or rationalize assets and éucesase or d
the portion of our total sales concettiton to any single customer.

The Company conducts credit evaluations of its customers but does not require collateral or other security from its diitomers
Company makes allowance for doubtful accounts primarily based on the age of receivablestandrfas sur roundi ng th
credit risk.
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25.

CONCENTRATION OF RISKS (continued)

Current vulnerability due to certain concentrations

T he Co ngperaiion®ase mainly conducted in Hong Kong and Mainland China with a majority of its sales to the U.S. and

Asi a. As a resul t, the Companyb6s businesses, finanbke al cond
political, economi@nd legal environments in the U.S., Hong Kong and Mainland China, and by the general state of the U.S., Hong
Kong and Mainland China economies.

The Companybés operations may be adversely aff exdMaidadd Ghiga. si gni
Although the PRC government has been pursuing economic reform policies for more than 20 years, no assurance can be given that
the PRC government will continue to pursue such policies or that such policies may not be significard|yealpecally in the

event of a change in leadership, social or political disruption or unforeseen circumstances affecting its political, andrewnial
conditions. There is also no guarant ee t bexdtnsidtehterefR®&®. gover nm

A significant portion of the Companyés businesses aase trans
On January, 1994, the PRC government abolished the dual rate system and introduced a singlexatange as quoted daily by

the Peopleds Bank of China. However, the unificatioed of the
States dollars or other foreign currencies. All foreign exchange transactions continugptd take e ei t her t hrough t
of China or other banks authorized to buy and sell ifaorei gn
Approval of foreign currency paymentnsgebeyallytreguresBubnitpng a gagmer® a n k
application form together with suppliersd invoices,e.shippin

A significant portion of the Comp anrnespansibdedor ensuring thatits praddcesare o t h
safe and satisfy all of the requirements of the con®umer pr
OEM products manufactured by the Group to customer specifications. In theegaeetall required by the CPSC, the customers

may require the Group to provide replacement conforming units at our cost, which could have a material adverse effect on its
business, quality reputation and results of operations.

45
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26. FINANCIAL INSTRUMENTS

The Companybés financial

instruments

t hat

ar e

subj et t

t o

cre

restricted cash, availadbdfor-sale investments, accounts and bills receivable, financial assets included in deposits and other assets,
amounts due from a jointigontrolled entity and a related party.

The Companyés financi al

the case of assets) or received (in the case of liabilities). Transaction costs are included in the initial measurkinantcadl al
assets and liabilities. Subsequent to initial recognitioretassd liabilities are either valued at cost, amortized cost using the

assets

t whict is the fairlvaluk of the cersidesatioa givere(@o gni z

effective interest rate method or fair value, depending on classification.

The foll owi tabl e sets

ng

forth

t he

carryi ngtsamlliabilties and

recognized as of MarcBil, 2011 and 2010. There were no material unrecognized financial assets and liabilities as 8.March

2011 and 2010.

Current financial assets:
Cash and cash equivalents
Time deposits
Restricted cash
Available-for-saleinvestments
Accounts and bills receivable, net
Financial assets included in deposits and othel
assets
Amount due fom a related party
Amount due from a jointhcontrolled entity

Non-current financial assets:
Available-for-sale investments

Total financial assets

Current financial liabilities:
Short term loans
Accounts payable and bills payable
Discounted bills
Accrued salariesllawances and other employee
benefits
Other accrued liabilities

Total financial liabilities

Carrying value Fair value
2011 2010 2011 2010
uss uss uss Uss
19,205,184 24,808,59¢ 19,205,18¢ 24,808,59¢
1,534,204 o} 1,534,204 o}
19,460,84¢ 4,397,602 19,460,84¢ 4,397,602
6,692 15,989,43( 6,692 15,989,43(
35,632,29¢ 23,244,36¢ 35,632,29¢ 23,244,36¢
749,639 780,568 749,639 780,568
28,737 28,818 28,737 28,818
13,694 21,631 13,694 21,631
76,631,28¢ 69,271,01C 76,631,28¢ 69,271,01C
3,009,20C e} 3,009,20C o
79,640,48¢ 69,271,01C 79,640,48¢ 69,271,01C
Carrying value Fair value
2011 2010 2011 2010
uss$ uss uss Us$
12,585,054 o} 12,585,054 o}
11,631,692 6,634,74¢€ 11,631,692 6,634,74¢€
o} 3,363,545 o} 3,363,54:
5,607,57C 3,777,337 5,607,57C 3,777,337
7,576,062 6,896,71¢ 7,576,062 6,896,71¢
37,400,37¢ 20,672,341 37,400,37¢ 20,672,341
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26. FINANCIAL INSTRUMENTS (continued)

The carrying amounts of the Companyds cash tsamddilsceaet/dbleee qui v al
financial assets included in deposits and other assets, amounts due from-&goitntiled entity and a related party, accounts

payable, discounted bills, accrued salaries, allowances and other employee benefits and othiatzliteseapproximate to their

fair values because of their short maturities. The avaifaipisale investments are stated at quoted market price.

The Companyés cash and cash equivalents, r anking mstitotiores dithc as h, a
high credit ratings. The Company performs periodic credit standing evaluation of those banking institutions to limit ther Gohs
exposure to any significant credit risks.

The Company6s account s ashedntbianosunrtesc edi uvea bflreo nh atrhgee | Go mpeapnryeb s
bal ances are monitored on an ongoing basis and the Companyb6
require collateral or other credit enhancement for any ofigtial assets.

If the counterparties to the above financial assets fail to perform completely under the terms of their contract/arrémgement,
maximum loss, based on the gross fair value of the financial instruments, due to this credit risk wo#@%640$89 and
US$69,271,010 as at Mar@&i, 2011 and 2010, respectively.

27. FAIR VALUE MEASUREMENTS

FASB ASC820 AFair Value Measurement and Disclosureso, the C
price, representing the aunt that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants. As such, fair value is a maldeeted measurement that should be determined based on assumptions that market
participants wald use in pricing an asset or a liability, such as inherent risk, transfer restrictions and rislpeffoomance. As a

basis for considering such assumptions, it establishes atitar@alue hierarchy, which prioritizes the inputs used in the valati
methodologies in measuring fair value:

Level 17 Observable inputs that reflect quoted prices (unadjusted) for identical assets or liabilities in active markets.
Level 27 Include other inputs that are directly or indirectly observable in the maaketpl
Level 37 Unobservable inputs which are supported by little or no market activity.

FASB ASC 820 AFair Value Measurements and Disclosureso, des
and liabilities: (1)market approach; §2ncome approach and (8pst approach. The market approach uses prices and other relevant
information generated from market transactions involving identical or comparable assets or liabilities. The income agsroach u
valuation techniques to convertdineé amounts to a single present value amount. The measurement is based on the value indicated

by current market expectations about those future amounts. The cost approach is based on the amount that would currently be
required to replace an asset. The Yaiue hierarchy also requires an entity to maximize the use of observable inputs and minimize

the use of unobservable inputs when measuring fair value.

The Companyb6s financial assets carried alow Thafairvaluesdfsugh on a r
financial assets are measured in accordance with FASB ASC 820 inputs, including quoted market price.

Assets measured at fair value on a recurring basis as of [@ar@011 and 2010 are summarized below:

Fair Value Measurements
March 31

, March 31,
2011 2010

Quoted prices in active
markets for identical assets

uss$ Uss
Assets
Level 1:
Available-for-sale investments:
U.S. dollar treasury bills o} 15,984,64C
Listed equitysecurities 6,692 4,790
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Fair Value Measurements
March 31

, March 31,
2011 2010

Quoted prices in active
markets for identical assets

Level 2:
Available-for-sale investments:

Other investments 3,009,200 0
Total financial assets measured at fair value 3,015,892 15,989,43C
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28.

STOCK COMPENSATION

@

(b)

Amended and Restated 1997 Stock Option Plan of Glbbeth

In September 1997, the Board of Directors of Glébath adopted Glob&le ch6s 1997 Stock Option P
1997 Plano). The 1997 Bptiomanthapareintendeddasquafifipas inderitivee stock aptohs o f
(Alncentive Stock Opt i on42dgftherd.S Ihtermal Reviereie CodealB86, @s aménded ghe t i
i Co d e employdedandk(iipptions not intended to qualify as Incentive Stock Options to employees and consultants. The
total number of shares of common stock of Glebath for which options may be granted under the 1997 Plan is 400,000
shares. The 1997 plan exgiron Septembdr7, 2008 and no further grants can be made from this plan after that date.

)
r

i
o]

The 1997 Plan is administered by the Board of Directors, or a committee of directors appointed by the Board, who determines
the terms of options, including the egise price, the number of stock subject to the options and the terms and conditions of
exercise. No option granted under the 1997 Plan is transferable by the optionee other than by will or the laws of descent and
distribution and each vested option is exable within the contractual period of the option. With respect to any participant

who owns (or is deemed to own) stock possessing more than 10% of the voting rights offGlobah 6 s out st andi ng
stock, the exercise price of any ISO must not be tean 110% of the fair market value of the stock on the date of grant. The

term of each option granted pursuant to the 1997 Plan may be established by the Board of Directors Dé€lpbab

committee of the Board of Directors of Globigch, in itssole discretion; provided, however, that the maximum term of

each ISO granted pursuant to both the 1997 Plan is 10 years. With respect to any ISO granted to a participant who owns (or is
deemed to own) stock possessing more than 10% of the total combiiregipower of all classes of Glob@le ¢ h 6 s

outstanding capital stock, the maximum term is five years. Shares of common stock distributed under the 1997 Plan will be
from authorized, but unissued stock or common stock held in the treasury of the Conveappfon granted shall vest

and become exercisable in accordance with the terms of the applicable option agreement. Options can be exercised for a
period not exceeding 10 years from the date of grant.

During fiscal 2009, an aggregate of 9,324 optioith exercise prices ranging from $13.20 to $30.56 per share were forfeited
upon resignation of the relevant participants, 56,930 options with an exercise price of $25.00 per share expired.

During fiscal 2010, an aggregate of 18,830 options with exerdisesgetween $20.00 and $25.00 were expired including
17,055 options granted to Directors.

No option issued pursuant to the 1997 Plan were exercised or expired during fiscal 2011.
Amended and Restated 1997 Stock Option Plan of Gibbeth

In Octobe 2005, the Board of Directors of Globdéch adopted Globale c h6s 2005 Stock Option Pl
The 2005 Plan provides for the grantofi(ii) ncenti ve stock optionso (482081@<Caode; wi t h
(ii) nonqualifiedds ock options that do not gjockeappretiationaghts. THe @&l ninibed QS Os 0
of shares of common stock of Globgdch for which options may be granted under the 2005 Plan is 450,000 shares.

The 2005 Plan is administered by Beard of Directors of Globalrech or a committee appointed by the Board of Directors

of GlobalTech, who determines the terms of options, including the exercise price, the number of stock subject to the options
and the terms and conditions of exercise ddtion granted under the Plan is transferable by the optionee other than by will

or the laws of descent and distribution and each vested option is exercisable within the contractual period of thetbption. Wi
respect to any participant who owns (or isrded to own) stock possessing more than 10% of the voting rights of
GlobatTechds outstanding capital stock, the exercise price
the stock on the date of grant. The term of each option grpatedant to the Plan may be established by the Board of

Directors of GlobalTech, or a committee of the Board of Directors of Glebath, in its sole discretion; provided, however,

that the maximum term of each ISO granted pursuant to the 2005 Playear$0With respect to any ISO granted to a

participant who owns (or is deemed to own) stock possessing more than 10% of the total combined voting power of all
classesof GlobaT e c hds out standing capital st oc kgrantet gallmstandmum t er |
become exercisable in accordance with the terms of the applicable option agreement. Options can be exercised for a period

not exceeding 10 years from the date of grant.

During fiscal 2009 and 2010, no options were granted andwereforfeited.
During fiscal 2011, 20,000 options were granted and none were forfeited.
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28. STOCK COMPENSATION (continued)

(c) GlobalTech Advanced Inovations Inc. 2011 Omnibus Equity Plan

The GlobalTech Advanced I nnovations I nc. 2011 Omnibus equity F
Directors in November 2010 and approved by tvidesfoQrempanyds
grant of stock options (nestatutory and incentive), stock appreciation rights, restricted stock units, performances shares and
common shares.

A committee authorized by the Board of Diandoleswpathsrwiget he @ Cc
determined by the Board of Directors, the Compensation Committee will administer the Omnibus Plan. Subject to the terms

of the Omnibus Plan, the Committee has the sole discretion to select the employees, consultantenaployes tectors

who will received awards, determine the terms and conditions of awards, and to interpret the provisions of the Omnibus Plan
and outstanding awards. The Committee may not, without ¢t
program under which outstanding awards are amended to provide for a lower exercise price or cancelled in exchange for
awards with a lower exercise price.

Awards granted under the Omnibus Plan are generally not transferable, and all rights with respegatd granted to a
participant generally will be available during a pdrticipg
transferable, such award will contain such additional terms and conditions as the committee deemsteppropria

For the fiscal year ended Mar8t, 2011, no share was granted under the 2011 Omnibus Equity plan.

Under the 1997 Plan and the 2005 Plan (the APl anso)rst whi ch
year of service andatably each month over a further-8®nth period.

The expected life of the options is based on the historical data and is not necessarily indicative of the exercisegpattayns t
occur. The expected volatility reflects the assumption that the hateatatility is indicative of future trends, which may also not
necessarily be the actual outcomes. Thefnsé& rate for periods within the expected life of the options is based on the U.S.
Treasury yield curve with maturity equal to the expected fith@ options in effect at the time of grant.

The total compensation expense recognized in the SG&A line item in the consolidated statement of operations for thesfiscal ye
ended Marcl81, 2011, 2010 and 2009 amounted to US$470,109, US$11,706 and 8&$4éspectively.
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28. STOCK COMPENSATION (continued)

Changes in outstanding options under both the 1997 Plan and the 2005 Plan during the fiscalggdMareh31, 2011, 2010 and

2009 are as follows:

Outstanding, at beginning of fiscal yeat..

Granted

Expired

Exercised

Forfeited

Outstanding, at end of fiscal year

Vested and expected to be vested at
March31, 2011

Exercisable, at end of fiscal year

Outstanding, at beginning of fiscal year
Granted

Expired

Exercised

Forfeited

Outstanding, at end of fiscal year

Vested and expected to be vested at
March31, 2010

Exercisable, at end of fiscal year

2011
Weighted
Weighted average
Number Rangeof average remaining Aggregate
of exercise exercise contractual intrinsic
options price price term value
Uss$ Uss$ Uss$
(per (per
share) share) (years)
403,118 13.2030.56 18.44 4.78 o}
20,000 8.99 8.99
o} o} o}
o} o} o}
90
423,118 8.9930.56 18.00 4.01 o}
423,118 8.9930.56 18.00 4.01 o}
365,369 8.9930.56 16.90 3.94
2010
Weighted
Weighted average
Number Rangeof average remaining Aggregate
of exercise exercise contractual intrinsic
options price price term value
uss$ Us$ Uss$
(per shae)  (per share) (years)
421,948 13.2030.56 18.59 5.55 o}
o} o} o}
(18,830 20.0025.00 21.68
o} o} o}
0
403,118 13.2630.56 18.44 4.78 o}
403,118 13.2030.56 18.44 4.78 o}
337,618 13.26:30.40 16.09 4.99
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28. STOCK COMPENSATION (continued)

2009
Weighted
Weighted average Aggrega
Rangeof average remaining te
Number of exercise exercise contractual intrinsic
options price price term value
uss$ uss$ Us$
(per share) (per share) (years)
Outstanding, at beginning of fiscal yeatr.. 488,202 13.2030.56 19.40 5.82 4
Granted o} o} o}
Cancelled o} o} o}
Expired (56,930 25.00 25.00
Exercised o} o} o}
Forfeited (9,329 13.2630.56 22.42
Outstanding, at end of fiscal year 421,948 13.2030.56 18.59 5.55 0
Vested and expected to be vested at M8
2009 421,948 13.2630.56 18.59 5.55 o}
Exercisable, at end of fiscal year 356,448 13.2030.40 16.39 5.70 4

In Janary 1999, the Board of Directors of Globedch adopted an employee stock purchase plan. The plan was approved by the
stockholders at the annual meeting of stockholders in March 1999. The total number of common stock which may be granted under
the plan is450,000 shares. Stock grants may be awarded under the plan to the employees, including officers and directors, and
nonemployee directors and consultants in consideration for their services to the Group.

During the fiscal year ended Mar8h, 2007, Globallech granted an aggregate of 3,750 shares of common stock of-Géalteio

an employee with an effective grant date of NovenBh@006. 750 shares of such common stock will vest and be issued on the first
anniversary of the date of the stock grant ab@d $hares of such common stock will vest and be issued on the second, third, fourth,
and fifth anniversaries of the date of the stock grant, respectively.

Changes in stock grants during the fiscal years ended Nar2011, 2010 and 2009 are as follows:

2011 2010 2009
Weighted Weighted Weighted
average average average
grant-date grant-date grant-date
Stock fair value Stock fair value Stock fair value
US$ UsS$ US$
Nonvested, at beginning of fiscal year 1,500 20,760 2,250 31,140 3,000 41,520
Granted o] o) o] 0 o] 0
Vested (750 10,380 (750 10,380 (750 10,380
Nonvested, at end of fiscal year 750 10,380 1,500 20,760 2,250 31,140

The total fair value of the 750 shares of common stock vested during the fiscal years endegilM20thi, 2010 and 2009 is
US$5,085, US$8,925 and US$5,528, respectively.

The expense for employee stock purchase plan recognized in the B@&#m in the consolidated statement of operations for the
fiscal years ended Mar@1, 2011, 2010 and 2009 amounted to US$1,969, US$1,969 and US$1,969 respectively.
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28. STOCK COMPENSATION (continued)

Further details relating to the options granted under the 1997 Plan and the 2005 Plan that are outstanding &loPMbtdre as
follows:

Options exercisable

Options outstanding as of March31, 2011 as of March31, 2011
Weighted Weighted Weighted
Rangeof average average average
Number exercise price remaining exercise price exercise price
of per contractual per Number per
options option life option of options option
uss uss$ Uss$
(per share) (years) (per share) (per share)
20,000 8.99 8.71 8.99 5,000 8.99
250,751 13.20-15.60 5.29 14.87 250,751 14.87
83,867 19.00-25.00 0.15 19.22 83,867 19.22
68,500 30.00-30.56 2.71 30.55 25,751 30.54
423,118 365,369

As of March31, 2011 and 2010, there was an unrecognizedlaser compensation cost of US$1,969 and US$3,938, respectively,
relating to options granted under the 798an and the 2005 Plan and stock granted to an employee under the 1999 Employee Stock
Purchase Plan. The unrecognized compensation cost for options granted and stocks granted are expected to be recognized over a
weightedaverage vesting period of two ysand five years, respectively. To the extent that the actual forfeiture rate is different

from the original estimate, actual shdr@sed compensation relating to these awards may be different from the expectations.

The fair value per option granted dugithe fiscal year ended Mar8l, 2011 was estimated on the date of grant using the
Black-Scholes option pricing model and which amounted to US$6.82.

The fair value of the options granted were estimated on the date of grant using the following assumption

200

2011 2010 9
Risk-free Interest Rate 3.4%% o} o}
Expected Dividend Yield 0% 0 0
Expected Option Life 7 years 0 0
Expected Stock Price Volatility 59.00% 0 0
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29. CONDENSED FINANCIAL INFORMATION OF GLOBALTECH
Under the relevant PRC | aws and regulations, the Companyds
ability to transfer certain of their net assets to Gloketh in the form of dividend payments, loans, or advances. The amounts
restricted include net assets of the PRC Subsidiaries, as determined pursuant to PRC generally accepted accounting principles
totaling RMB319,773,361 (approximately US$48,785,354 ) as of Mat¢l2011.
The following is the condensed financial information of Glebath on a standlone basis:
Balance sheets
March 31, March 31,
2011 2010
Uss$ Uss$
ASSETS
Currentassets:
Cash and cash equivalents 11,127,701 2,032,788
Available-for-sale investments 0 15,984,640
Prepaid expenses 40,628 44,093
Deposits and other assets 29,692 25,923
Total current assets 11,198,021 18,087,444
Interests in subsidiaries 62,358,045 59,883,699
Other investments __ 3,009,200 8
Total assets 76,565,266 77,971,143
LI ABILITIES AND SHAREHOLDERSS® EQUITY
Current liabilities:
Other accrued liabilities 227,897 235,398
Total liabilities 227,807 235,398
Sharehol dersd equity:
Common stock, par value US$0.04 per share; 12,500,000 shares authorize:
3,229,314 and 3,228,564 shares issued as of Madrch011 and 2010 129,173 129,143
Preferred stock, par value US$0.04 per share; 250,000 shares authorized; r
issued o} o}
Additional paidin capital 84,752,105 84,280,027
Accumulated deficit (11,101,203 (7,088,232
Accumulated other comprehensive income 7,395,275 5,078,128
Less: Treasury stock, at cost, 189,587 shares as of Mar@011 and 2010 (4,663,321 (4,663,32)
Total GlobaiTech Advanced | nnovations | n 76,512,029 77,735,745
Non-controlling interests (174,570 0
Total equity 76,337,459 77,735,745
Tot al l'iabilities and sharehol der sbo 76,565,266 77,971,143
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29. CONDENSED FINANCIAL INFORMATION OF GLOBAL-TECH (continued)

Statements of operations

Net sales

Cost of goods sold

Gross priit

Selling, general and administrative expenses
Operating loss

Interest income, net

Equity in profits (losses) of &isidiaries

Other income (expenses), net

Net income (loss)
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Fiscal years ended Marci31,

2011 2010 2009
us$ us$ US$
3 3 3
3 5 5
3 3 3
(1,252,554 (907,147 (919,168
(1,252,554 (907,147 (919,168
29,831 36,768 194,161
(2,155,198 5,842,060 (6,021,843
(635,050 (1,505,350 906,429
(4,012,97) 3,466,331 (5,840,423




GLOBAL-TECH ADVANCED INNOVATIONS INC.
NOTES TO CONSOLIDAED FINANCIAL STATEMENTS (continued)

29. CONDENSED FINANCIAL INFORMATION OF GLOBALTECH (continued)

Statements of cash flows

Fiscal years ended March31,
2011 2010 2009
Us$ Us$ US$

Cash flows from operating activities
Net income (loss) (4,012,97) 3,466,331 (5,840,422
Adjustments to reconcile net income (loss) to net cash provided by

operating activities:

Stock compensation expense 470,139 0 41,861

Shares issued to an employee 1,969 13,675 1,969

Equity in losses (profits) of subsidiaries 2,155,198 (5,842,059 6,021,844
Changes in operating assets and liabilities

Prepaid expenses 3,465 (6,479 (1,349

Deposits and other assets (3,769 5,127 2,148

Other accrued liabilities (7,59) (9,065 14,013
Net cash provided by (used in) operating activities (1,393,560 (2,372,466 240,069
Cash flows from investing activities
Purchases of availabfer-sale investments (3,000,000 (31,977,97% (25,949,992
Proceeds from disposal of availaiite-sale investments 15,986,532 31,926,236 9,979,200
Repayment of amounts due from (advances to) subsidiaries, net (639,128 (303,809 5,877,276
Capital injectiorinto subsidiaries (1,858,931 (53,440 o}
Net cash provided by (used in) investing activities 10,488,473 (408,989 (10,093,518
Cash flows from financing activities
Purchase of treasury stock o} (2,139 (167,739
Net cash used in financing activities o} (2,139 (167,738
Net increase (decrease) in cash and cash equivalents 9,094,913 (2,783,591 (10,021,18%
Cash and cash equivalents at beginning of fiscal year 2,032,78 4,816,379 14,837,564
Cash and cash equivalents at end of fiscal year 11,127,701 2,032,788 4,816,379

(@) Basis of preparation

For the purposes of the preparation of the parent company only condensed financial infothea@ampany records its
interests in direct and indirect subsidiaries under the equity method of accounting as prescribed in FASB ASC 323
il nveseagneinttys Met hod and Joint Ventureso. Such intekasest s,
Ailnterests in subsidiarieso on the balance sheets and sh:
|l osses of subsidiariesdo on the statements of operations.
(b) Commitments

GlobalTech has provided a letter of supportéstain of its subsidiaries indicating its commitment to provide continuing

financial support to those subsidiaries.

30. SUBSEQUENT EVENT

In June 2011, the Companyds Broad of Directors apetsoved a p
production of certain floor care products to continue until the earlier of JaR0aR912 or such time as Electrolux successfully
transitions to alternate vendors.
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